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BOARD MEETING
TEXAS STATE AFFORDABLE HOUSING CORPORATION
Tobe held at the offices of
Texas State Affordable Housing Cor poration
1005 Congress Avenue — Suite B-10 Confer ence Room
Austin, Texas 78701
September 14, 2007 at 11:00 am

AGENDA

CALL TO ORDER, ROLL CALL Jerry Romero
CERTIFICATION OF QUORUM

Chair

The Board of Directors of Texas State Affordable Housing Corporation will meet to consider and possibly act on the following:

PUBLIC COMMENT

REPORTS

Audit Committee Report Thomas Leeper
President’ s Report David Long
Executive Vice President’ s Report Katherine Closmann
Single Family Lending Report Paige McGilloway
Multifamily Lending Report David Danenfel zer
Marketing and Development Report Janie Taylor
Financial Report Melinda Smith

Presentation of Financial Statements and Budget Report

ACTION ITEMSIN OPEN MEETING

Tab 1 Presentation, Discussion and Possible Approval of Minutes of the Board Meeting held on August 9, 2007.

Tab 2 Presentation, Discussion and Possible Approval of a Resolution Authorizing the Issuance, Sale and Delivery
of Single Family Mortgage Revenue Bonds, Series 2007D; Authorizing a Trust Indenture, an Origination,
Sale and Servicing Agreement, Bond Purchase Agreement and Continuing Disclosure Agreement, Making
Certain Findings and Determinations; Authorizing the Execution of Documents and Instruments Necessary
or Convenient to Carry Out a 2007D Texas State Affordable Housing Corporation Single Family Program;
and Containing Other Matters Incident and Related Thereto.

Tab 3 Presentation, Discussion and Possible Approval of aResolution to Amend Access to the Corporation’s
Program funding for the Single Family Affordable Homeownership Program for Texas and the Single
Family Interim Construction Loan Program to include the Corporation's program known as the Multifamily
Direct Lending Program.

Tab 4 Presentation, Discussion and Possible Approval of the Corporation’s Risk Management Palicy.

Tab 5 Presentation, Discussion and Possible Approval of Fiscal Year 2008 Operating Budget.

Tab 6 Presentation, Discussion and Possible Approval of Selection of Independent Financial Auditors.

Tab 7 Presentation, Discussion and Possible Approval of Changes to Audit Committee Guidelines.

Tab 8 Presentation, Discussion and Possible Approval of Policies & Procedures related to Internal Accounting

Controls.

CLOSED MEETING

Consultation with legal counsel on legal matters — Texas Government Code § 551.071
Deliberation regarding purchase, exchange, lease, or value of real property — Texas Government Code § 551.072

Deliberation regarding prospective gift or donation to the state or Texas State Affordable Housing Corporation — Texas

Government Code § 551.073

Personnel Matters — Texas Government Code § 551.074
Implementation of security personnel or devices — Texas Government Code § 551.076
Other matters authorized under the Texas Government Code

OPEN MEETING



Action in Open Meeting on Items Discussed in Closed Mesting.
ADJOURN

Individuals who require auxiliary aids or services for this meeting should contact Laura Ross, ADA Responsible Employee, at
512-477-3555, x 400 or Relay Texas at 1-800-735-2989 at least two days before the meeting so that the appropriate
arrangements can be made.

Texas Sate Affordable Housing Corporation reserves the right to recess this meeting (without adjourning) and convene at a
later stated time, if and to the extent allowed by law. If Texas Sate Affordable Housing Corporation adjourns this meeting and
reconvenes at a later time, the later meeting will be held in the same location as this meeting. Texas Sate Affordable Housing
Corporation also reserves the right to proceed into a closed meeting during the meeting in accordance with the Open Mesetings
Act, Chapter 551 of the Texas Government Code. If permitted by the Open Meetings Act, Chapter 551 of the Texas Gover nment
Code, any item on this Agenda to be discussed in open meeting may also be discussed by the Board (and any other authorized
persons) in closed meeting.



Audit Committee Report

Discussion



President’s Report

Discussion
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NDTIC]" OF PROTECTIVE ADVANCE
ER EOAN AGREEMENT

$69230,000 Texas State Affordable Iousing Corparation
Mnltifamily Honsing Revenne Bonds
(M BLA Lnsured — NTITASTEX Prajeet Portfolio), Series 2001 A

cusiest Interest Rate Maturity Date
BE2TIFAL? 410% 10/1/2008
88271FAMS 4.60% 10/1/2011
#827T1FAN3 3.20% Li/1 /24021
8N271FAPS 5.30% 10/1/2031

%7, 435,000 T'exas State Afferdable Haosing Corporation
Multifamily Oousing Revenue Bonds
[NHTAS T EX Project P'ortfoliay, Tunior Serics 20611

cusiIps! Lnicrest Rate Masurity Date
$827T1IFAR4 6.75% 10/ 1/2016
88271TAS2 7.25% 1071420131

$3,163,000 Texas Siate Alfocdable Housing Corpovation
Multifamily Hewsing Revenue Bonds
(NH'TYGTEX Project Porifolia), Firsd Sabordinate Sevies H01C

!;USIPSE Interes! Hale Maturify Date
F42TIFATLAY 10 M 10152051

T TSI mambers sre wesd Teeeir, for the conveniene: af e Moldees unly. o leposcidation is macs as
L he corteeiness or acouracy of the torceaing CUSIFE rumbers ce the CUSIP o oers printed on the Boncs, all
wappitulleed tetme not dolined Berein have e neaninge given to then ibe Iadentore.
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CNHTAGTEY Frojecl l'-'f:urtmlrn}, Tanior Seeles 20011

(T TEX Trogact Portfoliod, Fivst Subordinate Scnics 20010

CAHTAOTEY Praject Poctfeliod, Secowd Suba cinges. Sevics 200110
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2605000 Texas State Alfordable 1onsing Corpocation
Mulifamily llousing Revenue Dands _
(NILLAFTEX Pvoject Portislio), Sceond Subordinate Sevics 2000 1

CUSIPs! . Interest Rate Matarity Date
SH2TITAVS 12004, /17003

THIS NCITCE CONTATNG IMPORTAN T INFOEMATION THAT I8 OF INTEREST TO
THE REGISTERED AN BENEFICIAL OWNERS OF THE BONDS. 1F YOU RECEIVE
THIS MOTICH AR ARE ACTING FOR A BENEFICLAL OWNER OF THE BOKDS,
PLEASE SENIY THIS NOTICE TO THE BENEFICIAL OWNELR(S) IMMEDIATELY,

Wells Farge Bank, Mational Association, foomerly known as Wells Fargo Baok Texas,
M.A., serves as the Trustee (the “Trustee™) ander the Trust Indenure daled as of Qelober 1, 20071
{ihe “Trnderwee™), under which The Texas Staie Allordable TTeasiog Cocporalion (the “Tssuer™)
twsiied: (10 2092300000 in principal woounl of ibs dultifarnily Howiog Beyvenue Bunds (dBLA
Insured - NH/GTEX Project Poelicliod, Serivy 20014 “Series A Bonds™, €0 $7,435,000 In
principal ameount of il Mublifamily Howsng Revenue Bonds (WHT/AGTEX Pruject Portolio),
Junior Series 2001B (“Series B Bonds™), iy 53,165,000 iz principal amount of its Multifamily
Ilousing Revenue Bonds (NHT/GTEX Project Portfolio), First Subordinate Series 2001C
{“Series C Donds™), and {iv) $2,0605,000 in principal amount of its Multifomily Housing Revenue
Bonds (NHTASTLX Project Portfalio), Second Subordinate Serizs 200D 'Setics 12 Bonds™,
{Collectively, the Serizs A Bonds, the Series B Bonds, the Series C Bonds, snd the Szries 12
Bonds are referred to herein as the “TEonds.™)

The Tosuer loared the procesds of the Bands to NTIT/GTEX, LLC, a Texas limitod
lianility company [the “Bomower™), 10 fnance the Borrowei”s acquisition end renovation of the
following seven properties which, at ail times, ave to be nesupisd in part by persons of low, vory
lowe, and extreroely low income (the “Froperties™:

{1 Ashley Park Tewnhomes, a [A0-uait teuhifamily regidential rental
hiusing developmont lneated =t 2253 Ashlzy Dak Dieive, [Mann, Collin
County, Toxas;

Gy Champicns Green Apartents, a 192-uoil inwleifa:oily residendal rental
hewsing developanent osaled al 14141 Champions Trove, Howslon, Harris
Cowdy, Texes;




T'emas State Affordable Housing Cozparation dultiZumily | lousing Zevence Bands
{ME2A Inaured - NEITYSGTER Prajent Partlivlia), Serics 20014

(MU TAGTEX Prijoel Petlkalist, Junios Series 20015 :

{MIETAGTA Projeet Pectfolicy, eyl Subondingtes Series 200MC

{NHTHGTEX Project Paufolio}, Seoond Snhardinste Safes 21017

Aurgusn L2, 2007 ’

Puge 3

iy Chelsea Court Apartnents T& L a 76&0-unit maliifamily residential rental
hounsing development located at 13101 Briar Forcsl Irvive and a0
Enclave Parkway, [owston, ITarris oy, Toxas,

(vl Kreagzington Place Aparbments, o 136.umit muitifmily residental rental
honsing develepmers located ar 7203 Oakwood (Glen, Housten, Harrds
County, 'T'exas, '

(v Riverwalk Aparirenls, a 178=uoil mwdliteinily residential yental housing
development locaied =l 12920 Audelia Road, Dallus, Dallas Connty,
I'oxas;

(il Timberlodge Aparlments, o 216-unit noliifamily residential ronts! honsing
deveiopment locaicd ¢t 11600 Acdelin Road, Dallas, Dallas County,
Texas, and

Vil Wietoria Mlace Apartments, a 144-unit moaltifamily residendial renlal
howsing develepment Iocaled al 8740 Weatheitmer Road, Tlouston, Ilais
Courty, Lexas,

Under the terms of a Loan Apreement dated as of Qetabor |, 2001 (“Toan Apreement™),
the Borooerer is abligated to ropay ‘all anounts due and cwing under the Tionds. Repayment of
Lhi Series A Bonds is sccuccd by a lirst-priority Fiest Deed of 'T'rus, Assignment of Ronts and
Leases, and Securicy Agreement dated Cctober 1, 2001 {“irat Deed of Trust™) against the
Propertics. Repayment of the Scrics B Bonds is sevuwred by o second-priocity Second Deed of
Trust, Assignmenl ol Rents a:i1d Leazes, and Sceuvity Aprooment deded Octaber 1, 2001 {“Second
Deed of Trasl™ awainst the Propertiss. Repayment of the Szries O Ronds s secured by a Saird-
priceily Third BDesd of Trust, Assigiupent of Rents and Leascs, and Secunily Agreemienr tafed
October 1, 2000 (“Third Deed of Trust'} agalnst the Proporties.  Repayment of the Series 1
Bonds iz secured by w lbarib-priorty Fourtih Decd of Trust, Assignment of Rents and Leasas, and
Security Agreernent daled Colober 2, 200 “Fouri Deed of Truss”™) auainal the Properties.

THI BOND INSURER™S AIVYANCT, QT 'TINDS
TO THE BORROWER T4 MAINTAIN LI 1TROPERTITS

Parggraph 32023 of the | oar Agroement srovides:

i the evenl that the Borrower shall fail to place, keen aud maintain the
Prujects, or cause tee Projects to be placed, kept and mairtained, in goow
cotdillon, repaic amd worsiop crder so that the operations of the Borrower,
any tenant of tbe Projects, or any other Person, are materialty adverscly
affected, the [ssuer, thu Bond Insorer, v the Trostes way (but shall be

-

o gery




Tuemas Stufe Affovdale Hovsing Crporstion Ma ltifamily Housing [Lavene Bionds
MR1A Inauzed - NHUGTHE Project Portfelin, Sevies 20014

CWET AT TR Froject For(fadia), Lanier Serice ZU01H

{MEITHATEX Project Porttolio), Fivst Swacrdinate Series 20010

fHIITAOTEX Mrajecl Morllolio), Second Sebamdierae Series 20007
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undsr no obligation to) make e roguited repairs or replacements. The
Brrrower shall promptly reimBuse the Person makingr any such’ paymert
for ke Tl amount s advences, Logelher wilh intorcat thercon from the
dete oof payeenl therenl, af a vt per annym eqoal ta the maximuel rafe of
intcrest allawahle under apphr?blr State ];w.I

Cn August |, 2008, the Pond Tnsurer notificd the lrustee that :t intemds 1o make advances
to the Rorrower for the purpase of making funds available to protect, malntain and rehabililate
the ['rcperties pursunant to Secticn _1.4{3] of the Loas Agreement sud Seclion B 11 of the
Indeniore, Under the termns of a Frotective Advance Aarcement daled Augast 1, 2006
{“Profective Advance Agreerient™, e Prolective Adwvunce Lender shall make periodic
advances Lo the Lrusles as approved by and on behadf of the Hond dnswer, and the Trestee shall
Corwarel The advanced nds (o che applizable properly managors b cach of the Praperties. Bach
advance shall bear mlerest ai the rale o T8% por amum {ar such lesser rate as is the max o
peregiticd under applicable Texas law) and shall be calewlated oo the Tasis of & 360-day year of
I-day months hased on the actual days any f"u{lvauce iz patstanding. The Proleelive Advance
Agrastrent fethe: provides that the repayment of aty adviiwes shall be subordinals 4o the
pavrment of operaciug expenses for the Properic: .ﬂ.d suburdinale b he payrment af prinipal and
inlerest owed o helders of e Series A Bonds,  The agreement Turther provides that the
agprepale amounl of advances eguested shall nol exceed $4.000,000 urless the Protective
MAdvanee Lwnder wnd the Bond Ingarer olherwise agree in writing.

Om Augest 22, 2007, the Trustes received an advance in the amount of 3234, 883,71 Sam
the Protective Advance Lender, which amount was applied to the Properties as follovwes:

Proper Ly 1 ..A:;I-lﬂlll'lt
 Ashiey Park . ¥7,353 00
fiverwalk o LA
__-;I_“i-:.'r;-ﬁc:r'Tt:ldgu - 2an,964.60
Kreasington Mase $7.005,04
Yiotorin Place o o F16,420.55
Charepicns Green o o -‘BZFE_EE‘J_
Chebsia Courd 1 &2 1] £12,167.25
O ot o §234,885.73




Tewng Hate Affordable TTrusig Corporation Wolifumiy * (aezing Revenus Boncs
(WBLA esared — MG HX Vroject I'octflia), Seres 24014

MHAGTEX Froject Pottizlic!, Junior Series 200106

(NG TER Project Portk:lic], Tirst Subandiraie Seried 20000

(NHTAFIEX Projeet Porlllic], Second Suborcinats Serigs 200010

Al 222N .
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Az of today’s date, the Trastec haz reccived fhe tblloﬁfizlg advances from the Mrotective
Adwvanees Lender for the Pronertics:

Advanece Date l?a[::ris Principal Rate Interest
S 2ES20005 327 BETRIZETD | 15.00% | $35.6%90.64
12006 252 $408, 70875 | 18.00% | $3%,671.44
LELz2007 220 | F499.894.66 | [E.00% [ $54,288.41
15312007 e $473 47024 | 1H.O0% ¢ $AT7 H204Y
32272007 | 150 | $423,055.05 | 18.00% | §3.,744.13
5/150007__| 97 | $2§3,241.20 | 18.00% | $12,282.30
7120007 A0 | $324,922.04 | 18.00% | $10.498.46
BAILI2007 FA34 88577 | 18.00%
‘L'atal: f ' v3,036,T06.67 2524181

It you have any questions about this notice, or if you would ]j'ke to abtain additional
inftamztion, yeu may contact the Trustee ar the following address:

Weils Targo Baok, Walional Associalion
Aldlentica: Gigyin Woilkinson

BMAC MYFLL-115

025 Marguells Avenue

Minveapobs, MN 55202

Phone: (612) #67-3777

Fax: (612 607-5047

C-mail: Gavin, Wilsinsoniiwellsfarmos, com

Plaaze note taat Welis Fargo nuay concluds thar a specitic reszonse to particular ingquitias
from  individuad Ilolders iz not consistent with egqual ang full dissemination of significant
information to all [Ielders. Ilolders cheuid not rely on Wells Targo as thair sole sowrec of
information. Wells Targo makes no recommendations and gives no investment or legal advice to
the shove matters ar as to the Bonds penerally.

WELLS FARGO BAME, AT AL,
ASSOCIATION, &5 ' Yusben

By: _ _Gavin Filiaen
Govin 5. Willkkinaon
Wice Prasident
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NOTICE OF EVENTS OF DEFAULT
Augnsat 2, 20807
Apapc AshtonWoodst ook, Tne.

7334 Blanco Toad, Smike 20H
Ball Adtonio, Texas 78216

At Br, Duvied Stoer, TPresidem ¥in US Mail & DL Overnivht Mail
R Toxgs Stale Atfordazle llouzing Corporation Mualtifamily [ousicg Beverne fionds - Ashion

Place and Weoedsioek Apartments Series 2001A, Setdes 20010 aad Serivs 20001 {eol iy,
the “Tonls™

dear M Blare

Mg you cnow, the Bank ol Mow Yeork Trosl Company, AL (e “Trostec™), suceossor in inlerest to T
bl Trust Conpany, Nadoral Association, succcssor 10 Bank Ong, MA, sorves ex indenlore frasies
for the above-relerenesd Bonds puesaant 1o thae certain ‘Ernst Inelentuse (the “Indentave’y dated ag of July
L, 2001 Dy and betweon the Tesas Stade Aftorcable Ilousing Corporation (the "lasuer™} ond the Lates,
Alse zs o Ju'y 1, 2001, the Lssuer and Agape Ashlon/Womdsiuck, Tne, (ihe “Borrower™ ehiterod into this
ceruin Boan Agreainenl {he “Loan Agreercens™ pursuant ro which tae lssuer loansd the procesds of the
Ronds wolie Borrower D the purpesus duseribed chergin, Capitalized terms used it not oltherwise
deticed horetr shall have ths ceanings excribed 1o Uwen e e Indeniure aad the Losn Agreanoul, 2.
apralicable.

The trustes has provionsly provided to you noticzs of the accurrence and contimuztion of fverts ol
Dretauls inchuding, withoul Cimilelion, notices dated Aungust 28, 2006, Cotohor 20. 2004, Deccmbar 22,
2 and Tuly 3, 2007 (the “Notices™). Meony of tae Lvonts of Deloull deseribed o e Notices heve zul
been remadied. 1o addidon, corain events have coguired subsequent to the Motices that constiture
udditional Fyeuls of Default under the Loan Agteemient and ke Indetilore, Those Feents of Delll re
god Jieth el

Fwenls ol Fhelanle

The Lieustee ns previously notified tie Borrewer of the ocenrrenes of Dvents of Defaald due w Lhe
Borruwar’s Failure to deposil when doce Gross Revemies az required hy she Loan Agreoment  irsuant Lo
T.oan Apreement Seetien 3.2(h), the Bowrower 13 required 1o dopusil with the Trustes alt Gross Revenues
ol lhe Projects, which are then 1o be waued (o pay Basic Loan Payients az desceribad in Laan Agrecment
sectior 320N uod Addiliona] Loan Paynents as desetibed fu Toan Agresmen Section 320010
Faire to deposit ihe Gross Howenucs wish (ke Trost2e conscmees s Levent of Dolaull pursoant io
Hection %, 14u) ol Lhe Loan Agreement amd Sevtion 1003 of the lndendore,

Ag the Trostes set out in itz Diocomber 22, 2004 Nolive, wad agdin o its Juby 3, 2007 Netice, e Gross
Rovenues faat the Trustee reccives cach month ave deposited ipto the Revenuz Fund and, parsaant 1o
Section 1ACh) of (w Indenure, those (unds are dishiracd on oar before fhe 201k diy ol cach caleadar
menth ie the order of privrily prescrized 7y the Indenlure. The Trustes has worked with the Nodower's
madupeerl corpmy, United Aparamont Group {"TTAGT), to ensure thal Gross Rovenics are depnsited
with the Trustee an o weekly Susis, in complianee with Scotion 3.2(0) of te Loon Agresnonl. The
Imstes agreed that, for a perivd al the begiming of 2007, sthen LAG cogquired lunds for Cpesating
Lxponacy such a: payrell or wtilitics, TTAG could reyuest the mequized amount on or before the 200k of
each manth ot the Trussee and, deperding on availabilily of fuads oo depesde in 1he Reverve 1und, the
Pl | l
The Bank of how York Trieat Cempany, N.A_ - 6525 Weaf Cangirs Dhal Bol, Svite 200, New Albany, OH 43054
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Trastee would make the funds on Seposit immediately avoileble, This procedare vy ol nio plucs & he
request of the Borrower and UAG (o allow the Projeets w veceive theiv Opueraticg Bapenses catlics tban
the: 206D imouhe mont, with the vaderstandicy that e5er Janacy 2007, the 'Lrastes, the Bortowe: and UTaG
would agres wpon 4 fuonding dats bofre U 20 o cach month {such g5 the TR e the E51ED 2 e Tow
of Ooerzting Excenses, The Trustee bas been Gexible while workiog Uwrvugh 1ds process with (be
Borrower and UAG, bot o wmonthly fuoding dale mast now be cslablished and fmplemented,

The Trustee herehy notifics the Borrower of an additional oceutwonee of an Event of efault as ta
the Beriex A Bands porzuant to Sectdon 8B} of the Lndentore ang Section S.14a} of the Loan
Agreemont due to the Borrower's failore 1o meet e reguiremests of Seoiior 320000 with respect o e

CAugest L2007 peyment of principal aad interast on the Saries A Uonds, Eue o insufficien: Zands in the
Seqior Bond o, it was noecssery Jov (e Truglee o wilive lumes om (he Sencor Treht Scorvice Resorve
Furd i Qe amound of $192,8570.87 to supolemen: the prine:pal and interest paymeants die Aupenst 1, 2007
(o e hofoers of “he Series A Bowds, As g vesult of the use of fundys from the Senbor Tiebi Service
Reserve Fund, therve Is a shorilsll iv lbe Beuntor Debl Service Heserve Vowd o the aoowai ol
ST 1L087. As vou have provioussy bear notifiod, fae Trustes bas been dirccted to permif a0 Borone:
tor s up ta BSE 00 o che Benior Debl Service Boeserve Fond for certain soforbishioiens, ropair and
rehuilding al the Woodstook Apartmonts. $lsn of these fuads will create an addilional shortlzIL o e
Senior Llebr Servioe Rosorve Fuad

As the Trustee haa previously discussed wilh you, and o5 set forth ic the Notices, the Borrower is required
fo remedy thesa saorifalla by remiliing e he Trugles Additienal Leon Povments sofficient to curs these
sluarllialls, persuanl (o Section 32000} and 3.200)04i) of the Doar Agroement.

The Trustee heroby opwtilier the Borrower of the prenerenee of an Tvent of Dofmelt as to cach of cthe
Heries C Honds and Series T Bomds po-suant (o Seclions & 1000w 2.0 06dy of Qe dodenluce aod Seelios s
F Ay e 510 ol the Loan Agscemont dac to fhe finlare of the Boooser to remel suficienl funds
pursudant to Bocofion A0 o7 e Loon Agceerient scel that sbe wallnenl of interest duc oo Aooust |,
2UEET weas oL st W thae holders of the Sories O Nools aned the Series B Donds, Pursoae 10 Secliea 8.5
of the Indesture, tais Lvent o Defaull as 1o the Serics O Honds and *he Scrizs T Bonds docs nos
congtimate 4t Evetd of Defaclt as to tae Senior Boads, and this Brent o Defaull as 1o the Secies [ Bonds
tloos not congtifute an Lvent of Dofuull as 1o the Series © Tonds, Fursuaot to Section 3 2, the
Borrower is reguired wu cause the deficient amonmes o be paid 1o the Tragee, will inwerest, Geon Ine dale
o clefiaull {Aumnsl 1, 20077 uelil the date soopaid, ar ihe Tiefayl; Kate.

In sddi-an, the Truzles cersently holds on 34236 in the Jeries © Bond Tund aad does ol leld auy fuods
it thes Sevies Td Bond Fond, and there i 2 shocttall in the Series © Debe Service Reserve Fund in the
anmonnt of E60,433.28 and a shortfall in fhe Sevics 1} Dpecating Reserve Fuod o the amount of
$303,990.06. As with the shortfalle i the Senior Debt Service Reserve [ind diseasacd nhove, Lhe
Borower ig required 1o remedy these shortfalls by remivicg to the Trustee Additional Loan Paymcnts
sullicienl weure thesg shonfalls pursuant <o Seetion 330005 ad 33000000 of the Loan A preaicne,

The ‘Urustee previously notificd te Burevwer of an Event of Defzalt doe 1o the Bomrower's fazle o
sat'sfy the requiteinenls relating to Sbe petlormance of a calealalicn of rebale amount and refated stops
concerring arhitrage and rebale remidred pusea W Be eons of Seelion 222450 of fhe Toan
Agreeinent and Section 4.7 of the lndes e That faibure Tas now Secome o Lvent of Prelale onelor
Seeton 310} of e Loan Agreemcnt and Seation 8,100 ol the Indenturs duc to the Borrower's Gulue w
remedy tae failure within 30 days of the Truslee™s Ju'y 3, 2007 Nntice.

IR 2
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The Trnstee herehy demands thet Qe Borrowor romedy these Fvenés af Drefolts porsuane o the
reguirements ol the Loan Agreement nnd other applicable docminents.

The I'raster previvusly noiifisd the Bervower of an Eyvesd of Delaale due 1o s Gzilore oomeet de
Dieht Scrviee Coverage Ralio requ remems described in Section 2,2( |} of the T.oan Agreement for Fszal
Years 203, 2004 and 2005, As s resutt o these Fvents of Defaull the Urosles regoested daee Bomower Lo
subtn’t o consulianl’s report witlut 390 says ol the Dedaall Molice  Lhe Uorsoweer has not subimitted a
constlfant's roort o tha Tmiskee as of Lhe dale heceol, ard this Iovant af Dafant iz coqfinaing. Tha
Traslee reilerades G scouest for e consulftanb’s repnrn

Adan, pursuant to Section 4.11{c) of the Loan Agreemens, if the Varrower is noc-cowpliont with the Debt
Servies Coverage Ralios of Section 2,200 of the Loon Agevement as indicaled above, den e Borrowo
mi.st deliver quarterly coverape sertificalss oo cach bavch 15, Luns 15, Septemaber 13, anc December 13
uricl o compligngas for g eomplere Viseal ¥ear. 1n addition, the Bomower 05 required (o deliver, seithin 30
days ol lhe delivery of We iniial certifivale sbowing thal thie required Debl Service Coverape Balios Love
aol been aehicved, s management plaa approvad by the Board of Tostees o7 the Bocrowser cvaluatiog e
repsons Lhe coverage ralios lave ot beer met, supgpesting a reasoneble plan of aclicn for remedying or
artclivraling the identificd prablema o circiimstances, and setling farth a Fmetabl: for the plan of e o,
Lhe Trustee aas ool meecived these coverage centificatos and managemen® plan, and requests thal 1he
Borrow Iile the coverape cert Jioares and plan as required.

The Trustee previowsly noilfied the Borrower of FEvents of Default due to (he Boerewsr™s failure Lo
provide (he quarlerly wnaudited ficancial statemants for the Borrower's Flacal Quarters encing barch,
June, Svplemnber and Decernzor 30060 The Trustes acknowiedues receist of e worual imowlived
tinanzial stalement (ol Deceiuber 31, 2006,

The I'rastee alzo previonsky ootified the Borower af Events of Detault due o e Borrewsrs Lalwe
tor retnil when e fo the Tostes the Motice and Calificates required under Section 43437 of the 1aan
Agrecimenl, which recwives the Borsewer, within 120 days of the end? of cach Tiseal Year, or by cech
Apaeil 30, to provide £ eodificats of wn Awhorieed Ropresomintive ol the Parrower Thak all regoied
pravnenls have bion made (o “No Evanr of Defoult Ceartificare™), or, if swch nn event exists, describing the
nature of sne ovent aod whal steps ave being lalken to semedy suen event, The Tredes reiestes i
recuesls For these documents,

Additinma] TheTaedis and Faflures

The Trustee herehy notHics the Horvower that the Borcower has Filed (o remil when due sddilicnn)
rezorta and docwmetts regaived wnder Section 4.1 1 of the Loan Agreoment. Morsnant B Soction 4 H R
ol thi Loean Agreament, the Dorrawer i3 required o reiil, witaihy 30 days after the end al cach Bsen)
rarter, 3 copy of itz moaudiod quarterly Goaseial statement:,  The Trastes has oot vel receives, and
lereby requests, the gquanerly uraudited financial statemems e the Borrawet™s Fiseal OQuarter etding
Junc A0, 2007,

The Tenstee hereby notifics the Borrower that the Borrower has falled o renil wies: due ihe s
corlifiale of Tnsimance Crnsuftani siting thel all poliees required by the Toan Agreoment to be o foree
and effect, arc it cileel, and thaf auch palicies and he msuence evicenced Lhereby comply with the
requiremenis of Section 4.5a) aad (hy

IThe Trusiee herchy demamds the Borrower remady these additiomal defanlts and Eailures hy
remifiing the abuve required reporvis and docuntents as required within 30 days of the drte of this
RS 3
Tha Bork of Naw York Trust Company, H.A. — 8520 West Campus Dwval Ry, Suils 200, Now Albany, OH 43054




Fhe BANK
o MEW YURK

ovlive. Pursmant to Seetlon 3.1(0) of the Loan Agreemnent and Sectdon 8.1{d) ol the Lndeniore,
candinoation of the [wiluve W vemedy sach defieales within 30 days after the date of this notles wil)
constitnte Events of Thefanli,

The Vrialee Turther notifics the Heeroseer that e Dotrower Lailed 1o rewdl o e Lrostes funds solfcion:
For 1he Trustes to nake the principul payveeed duc on Tehraary 12007 to the halders af bath the Series ¢
Boncs ened the Sorigs T2 Mords, Pursuanl io Scelico 3.30¢) of the Tadenlore, the amaunt of the unpaid
principal payments o the Serics C Bonds (rom Aogust 1, 2003 end the Series D Boads from Febeeary 1,
2005 {incteding aopaid imerese onohese ameunta) will be added to the Aupust 1, 2007 sinking fimd
pavienls for e Scrics C Bonds and the Serizs D Bonds, reapeetively.

Sumnmary of Beouired Do s

In avrneery, doconents as required under the Toan Agreemend sunectly due are as indivated bekows

1tem L Dake % pction

Anmal Awdived Finngical & D8 Coverags Batin - Fisead Voar 2000 130k G IHE & 4D
Unadited quarter.y financ-al siyomments tor 241 quener 2007 TINAT 4.1 1{h}
Mo Evant oo Do lagh, Ceptificates 430000 H30407 4,0 u)
Rebale Caloulaons ar24M05 2.4
[nsuranec Consgltant Ceelilios liun 45007 1.5
Cemasutlan Repoct gince 2003 2250
Chaarerby De ol Bervice Coverage Batio Catifbeales Liach CQruarber &

& Wanapoment Plan Irusiend ately g 1)

Remedics and Trustec’s Focs and Expenses

The Zailure L Lisl other faileces, defaults or Feenis of Detiuls that may currencly oxist or wmay erssc
ligreafier does ool coostilule, sod shall nos be deemod, o waiver of 01y such failures, defanits or Lveas ol
Dicfanlt by the Tonstes ur the Bondhoklers, Tae Tiustes hereby reserves all ol iy vighls, muhuding the
right e take wiatever remedial activwes I decins nocessary af any ime after tie seonrrence and during the
continueation o7 an Lyenl of Defaalt. The Miluee o tuke mosediale secon dios ol congtitete, and shall
not bo dectned, o veaiver of the Trusted’s rights or romedies. The Trustee will be eharging exteasndinary
fees and expenses o Dis matter. inelading, wilkoul lircitation, outside counsel Fees and easenses,  The
Trustoe rescrves the right 1o reimborse sich “oos and expenses [rom availablz frust assets s 1o ils
Len rights ity the evenl ke Borrower (ails 1o puy 1o foos and cxponses when presenied with an invoize,

Shoth] you Lave any quesiions reparcing the conterts of this naree, please eomtact the tndersipngd at
[&ldy 775-5274,

Very truly yours,
The Banl ot Mew Yorck Trus, Company, NLA,

Do T Parisi
Wice Thes el

(il Tezas Slate Acfardalie Lowsing Corporation
L0033 Conpress Avenuc, Svite 300
Awatie, Toxas TR0
Al President Wi US Mail & THTIL Overnighl bsil
HUAERE L 4
The Bank of Mow York Trust Company, N &, - 6425 West Catipua Oval R, Sulta 200, Hew Albamy, OH 43064

ke TR T




Moods's Invesiors Service, e,

90 Claren Streal

New Yook, Mew Yurk D000T-2706

Attn; Mublic Topance Allosdasle Tousinge

Voetneta 1L Poweers, s, ¢ 1rostes’s counsel)
Schallonsicir: Aox & Thom Co, T 1AL

230 West Strest

Colurmbus, Chic 43216 3020

Jawnes Henry

The Bunk ol Mew York Trusl Company, B A,

CHEAR 1l Y 8 5

Win U053 Mail & DT, Osaarmiglic kil

ia Fax 6l4-2522-3474

Vig Fux 7132164127

The Bunk of New Yark Tvugt Cemipany, h.A — 6525 West Compus Oval Rd, Buits 200, New Albany, OH 45054
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Texas State Affordable Housing Corporation's

Fire Fighter and Law Enforcement or Security Officer Home Loan Program Series 2007C

At a Glance

As of April 9, 2007 through August 5, 2007

Total

Originated

Apr-07 28 14% $ 3,379,219 Total Amount Originated $23,436,173
May-07 44 22% $ 5,243,895 Average Annual Income $49,949
Jun-07 53 27% $ 6,435,572 Average Purchase Price $120,340
Jul-07 55 28% $ 6,187,569 Average Loan Amount $118,365
Aug-07 18 9% $ 2,189,918 Average Household Size 2
Totals 198 100% $ 23,436,173
New 27%
Lender Originated # of Loans Total % isting 73%
Countrywide Home Loans, Inc. $3,205,658.00 31 16% Professional Breakdown
WR Starkey Mortgage $2,053,602.00 17 9% Correctional Officer 13%
CTX Mortgage Company, LLC $1,504,381.00 10 5% Juvenile Correctional Officer 0%
Market Street Mortgage Corp. $1,492,354.00 12 6% Peace Officer 31%
JP Morgan Chase Bank, NA $1,416,213.00 12 6% Fire Fighter 18%
Cornerstone Mortgage Company $1,309,028.00 10 5% EMS Personnel 0%
R. H. Lending, Inc $1,199,327.00 9 5% County Jailer 2%
Wachovia Mortgage Corporation $998,412.00 9 5% Public Security Officer 1%
Rocky Mountain Mortgage Co. $820,400.00 8 4% Not Specified 34%
Hometrust Mortgage Company $773,580.00 7 4% Type of Loan
Home Loan Corporation $762,344.00 6 3% Conventional 15%
Countrywide - Wholesale $743,141.00 5 3% FHA 43%
Hammersmith Financial, L.P. $644,800.00 5 3% VA 5%
Universal American Mortgage Co $555,341.00 4 2% USDA-RD 37%
Wells Fargo Home Mig- $544,605.00 5 3%
Castle & Cooke Mortgage, LLC $504,534.00 3 2% American Indian/Alaskan Native 1%
City Bank $469,146.00 3 2% Asian or Pacific Islander 1%
Texas State Bank $468,551.00 5 3% Black 12%
PrimeLending, A PlainsCptl Co. $419,736.00 3 2% Hispanic 15%
Service First Mortgage $409,905.00 3 2% White 63%
Weststar Mortgage Corp. Inc. $387,556.00 3 2% Other 9%
Houstonian Mortgage Group Inc. $381,005.00 4 2% Not Defined 0%
Maverick Residential Mortgage $338,312.00 5 3%
Willow Bend Mortgage $327,192.00 2 1% Harris 25
Colonial Savings, FA $292,125.00 3 2% El Paso 12
Prime West Mortgage Corp. $194,679.00 2 1% Bexar 12
Ryland Mortgage Company $177,675.00 1 1% Montgomery 11
American Bank - TX $168,609.00 2 1% Fort Bend 11
National City Mortgage $157,922.00 2 1% Tarrant 10
DHI Mortgage Company, Ltd. $151,660.00 1 1% Travis 8
imortgage.com $125,060.00 1 1% Hidalgo 8
First National Bank Texas $96,485.00 1 1% Galveston 8
GMAC Mortgage, LLC $91,500.00 1 1% Collin 8
Capital One, NA $89,000.00 1 1% Brazoria 8
Republic Mortgage Home Loans $82,745.00 1 1% Dallas 7
Prado Mortgage $79,500.00 1 1% Williamson 6
Total Committed $23,436,173 198 100% Potter 4
Nueces 3
Total Allocation $23,529,000 Moore 3
Remaining to Commit $92,827 Hays 3
Caldwell 3
Taylor 2
San Patricio 2
Polk 2
Medina 2
Jefferson 2
Hardin 2
Hale 2
Ellis 2
Coryell 2




Texas State Affordable Housing Corporation's

Professional Educators Home Loan Program Series 2007A

As of February 22, 2007 through August 5, 2007

Total

Originated

At a Glance

Feb-07 24 8% $ 2,878,911 Total Amount Originated $35,163,628
Mar-07 97 33% $ 11,905,221 Average Annual Income $47,576
Apr-07 69 23% $ 8,578,176 Average Purchase Price $122,321
May-07 65 22% $ 7,619,243 Average Loan Amount $119,199
Jun-07 11 4% $ 1,251,735 Average Household Size 2
Jul-07 16 5% $ 1,544,483 FEMﬁ_
Aug-07 13 4% $ 1,385,859 New 36%
Totals 295 100% $ 35,163,628 sting 64%
Professional Breakdown
Lender Originated # of Loans Total % Teacher 95%
Countrywide Home Loans, Inc. $5,517,977.00 50 17% Teacher Aide 2%
Cornerstone Mortgage Company $4,306,977.00 32 11% School Counselor 1%
WR Starkey Mortgage $2,495,969.00 21 7% School Nurse 0%
Market Street Mortgage Corp. $2,353,956.00 19 6% School Librarian 0%
Hammersmith Financial, L.P. $2,301,150.00 17 6% Not Specified 2%
Rocky Mountain Mortgage Co. $2,260,254.00 19 6%
Wells Fargo Home Mtg- $2,113,040.00 18 6% Conventional 12%
Universal American Mortgage Co $1,762,889.00 13 4% FHA 41%
Wachovia Mortgage Corporation $1,651,969.00 14 5% VA 2%
DHI Mortgage Company, Ltd. $1,561,600.00 11 4% USDA-RD 45%
CTX Mortgage Company, LLC $1,352,441.00 11 4%
Service First Mortgage $922,274.00 9 3% American Indian/Alaskan Native 0%
Texas State Bank $825,467.00 9 3% Asian or Pacific Islander 1%
Countrywide - Wholesale $629,350.00 6 2% Black 18%
Colonial Savings, FA $628,200.00 5 2% Hispanic 21%
Hometrust Mortgage Company $617,897.00 6 2% White 49%
First Continental Mortgage Ltd $495,751.00 4 1% Other 10%
Home Loan Corporation $413,116.00 4 1% Not Defined 0%
American Bank - TX s374.17000] 4 1%
PrimeLending, A PlainsCptl Co. $318,350.00 3 1% Harris 75
First National Bank Texas $312,102.00 3 1% Dallas 32
New South Federal Savings Bank $265,500.00 2 1% El Paso 23
Willow Bend Mortgage $258,400.00 2 1% Travis 18
First United Bank & Trust Co. $229,200.00 2 1% Tarrant 18
Standard Pacific Mortgage, Inc $186,000.00 1 0% Bexar 16
First Tennessee Bank, N.A $181,785.00 2 1% Fort Bend 13
R. H. Lending, Inc $149,900.00 1 0% Williamson 9
Pulaski Mortgage Company $136,422.00 1 0% Hidalgo 9
GMAC Mortgage, LLC $128,375.00 1 0% Denton 8
Maverick Residential Mortgage $125,275.00 2 1% Collin 8
Prado Mortgage $119,300.00 1 0% Montgomery 5
Castle & Cooke Mortgage, LLC $92,270.00 1 0% Kaufman 4
NTEN, Inc. $76,302.00 1 0% Galveston 4
Total Committed $35,163,628 295 100% Cameron 4
Brazoria 4
Total Allocation $35,000,000 Taylor 3
Remaining to Commit -$163,628 Hunt 3
Harrison 3
Guadalupe 3
Bell 3
Tom Green 2
Parker 2
Lubbock 2
Jefferson 2
Chambers 2




Texas State Affordable Housing Corporation's
Professional Educators Home Loan Program Series 2007 A-3
As of June 20, 2007 through August 5, 2007

Total
Originated At a Glance
Jun-07 166 53% $ 19,905,477 Total Amount Originated $36,995,321
Jul-07 129 41% $ 15,237,726 Average Annual Income $43,791
Aug-07 16 5% $ 1,852,118 Average Purchase Price $122,517
Totals 311 100% $ 36,995,321 Average Loan Amount $118,956
Average Household Size 2
Lender Originated # of Loans Total % M
Countrywide Home Loans, Inc. $7,926,979.00 71 23% New 30%
Cornerstone Mortgage Company $3,071,326.00 23 7% sting 70%
CTX Mortgage Company, LLC $2,927,105.00 22 7% Professional Breakdown
WR Starkey Mortgage $2,743,586.00 22 7% Teacher 87%
Market Street Mortgage Corp. $2,310,669.00 18 6% Teacher Aide 1%
Wells Fargo Home Mtg- $1,952,038.00 16 5% School Counselor 1%
Rocky Mountain Mortgage Co. $1,399,200.00 12 4% School Nurse 1%
Wachovia Mortgage Corporation $1,305,049.00 11 4% School Librarian 0%
Universal American Mortgage Co $1,254,470.00 10 3% Not Specified 9%
DHI Morigage Company, Lid; $1,231,181.00 9 3%
Texas State Bank $979,762.00 11 4% Conventional 22%
Countrywide - Wholesale $892,351.00 8 3% FHA 44%
PrimeLending, A PlainsCptl Co. $851,205.00 7 2% VA 1%
Hammersmith Financial, L.P. $722,200.00 5 2% USDA-RD 33%
Service First Mortgage $617,709.00 6 2%
Ryland Mortgage Company $585,405.00 4 1% American Indian/Alaskan Native 0%
GMAC Mortgage, LLC $572,685.00 5 2% Asian or Pacific Islander 2%
Houstonian Mortgage Group Inc. $559,650.00 5 2% Black 16%
R. H. Lending, Inc $538,600.00 5 2% Hispanic 16%
Standard Pacific Mortgage, Inc $429,752.00 3 1% White 56%
Hometrust Mortgage Company $412,319.00 4 1% Other 10%
Prime West Mortgage Corp. $292,468.00 3 1% Not Defined 0%
JP Morgan Chase Bank, NA $278,324.00 2 1%
First Continental Mortgage Ltd $269,950.00 2 1% Harris 82
Bankers Financial Group - TX $242,297.00 2 1% Bexar 39
NTFN, Inc. $242,105.00 2 1% Dallas 30
Colonial Savings, FA $239,175.00 2 1% El Paso 20
American Bank - TX $218,262.00 2 1% Hidalgo 17
Willow Bend Mortgage $192,850.00 2 1% Tarrant 16
Happy State Bank $180,713.00 2 1% Travis 13
National City Mortgage $176,496.00 2 1% Collin 10
First National Bank Texas $149,553.00 2 1% Montgomery 9
Maverick Residential Mortgage $133,500.00 2 1% Fort Bend 7
First Tennessee Bank, N.A $133,000.00 1 0% Brazoria 6
Republic Mortgage Home Loans $132,500.00 1 0% Taylor 5
BSM Financial, LP $131,249.00 1 0% Williamson 4
Prado Mortgage $129,950.00 1 0% Nueces 4
First United Bank & Trust Co. $127,000.00 1 0% Guadalupe 4
American Home Mortgage $126,996.00 1 0% Denton 4
TXL Mortgage Corp $118,750.00 1 0% Brazos 4
American State Bank - Lubbock $98,719.00 1 0% Lubbock 3
Coastal Bend Mortgage, Inc. $98,223.00 1 0% Bell 3
Total Committed $36,995,321 311 100% Webb 2
San Patricio 2
Total Allocation $37,235,000 Randall 2
Remaining to Commit $239,679 Liberty 2
Kaufman 2
Jefferson 2
Hays 2




Texas State Affordable Housing Corporation's
Professional Educators Home Loan Program Series 2007B
As of August 20, 2007 through September 4, 2007

Total

Originated

At a Glance

Aug-07 38 88% $ 4,481,064 Total Amount Originated $5,025,463
Sep-07 5 12% $ 544,399 Average Annual Income $18,179*
Totals 43 100% $ 5,025,463 Average Purchase Price $117,470
Average Loan Amount $117,404
Lender Originated # of Loans Total % Average Household Size 1
Countrywide Home Loans, Inc. $2,543,184.00 22 51% m_
Wells Fargo Home Mtg- $532,727.00 4 9% New 85%
Countrywide - Wholesale $395,015.00 4 9% sting 15%
Rocky Mountain Mortgage Co. $316,700.00 3 7% Professional Breakdown
WR Starkey Mortgage $324,806.00 2 5% Teacher 92%
Cornerstone Mortgage Company $119,900.00 1 2% Teacher Aide 0%
Market Street Mortgage Corp. $125,827.00 1 2% School Counselor 0%
National City Mortgage $109,250.00 1 2% School Nurse 0%
Universal American Mortgage Co $126,012.00 1 2% School Librarian 0%
Wachovia Mortgage Corporation $80,000.00 1 2% Nursing Faculty Member 0%
Coastal Bend Mortgage, Inc. $133,942.00 1 2% Allied Health Faculty Member 0%
Houstonian Mortgage Group Inc. $92,000.00 1 2% Not Specified 8%
R. H. Lending, Inc $126,100.00 1 2% Type of Loan

Total Committed $5,025,463 43 100% Conventional 20%
FHA 71%

Total Allocation $23,510,000 VA 2%
Remaining to Commit $18,484,537 USDA-RD 7%
American Indian/Alaskan Native 0%

Asian or Pacific Islander 2%
Black 22%
Hispanic 15%
White 49%

Other 5%

Not Defined 7%

Harris 14

Bexar 5

El Paso 4

Galveston 3

Tarrant 2

Montgomery 2

Jefferson 2

Denton 2

Wichita 1

Rockwall 1

Potter 1

Nueces 1

Maverick 1

Lubbock 1

Collin 1

*Average annual income low compared to previous
programs due to incomplete information available at

time of report.




Texas State Affordable Housing Corporation

Report on Multifamily Programs
August 9, 2007

Agenda Item:
Multifamily Lending Report

Summary:

For the past several months, multifamily staff has been focused on the private activity bond
program, and specifically the Rainbow transaction. Staff is happy to report that the Rainbow
transaction was approved by the Texas Bond Review Board at their August 28 board
meeting. We are now working with the bond holder, borrower and our internal working
group to finalize all of the documents for closing. Pre-closing is scheduled for September
19" and 20", with funding on the 21%, 2007.

Last week, staff received a preliminary application under the Multifamily Direct Lending
program for the Fox Run Apartments in Victoria, Texas. The proposal would allow the
Borrower, Housing and Community Services Inc., a non-profit organization, to purchase
and rehabilitate 150 units of affordable housing. The property is currently owned and
operated by the Victoria Housing Authority and is being sold as part of a HUD Mark-to-
Market restructuring. The borrower has requested $500,000 for rehabilitation costs as a
second lien mortgage. Staff will be working through underwriting the request in the next
week and will set terms and conditions for the loan according to applicable program
guidelines, prior to requesting a loan commitment be issued by the President or Executive
Vice President.
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BOARD MEETING
TEXAS STATE AFFORDABLE HOUSING CORPORATION
Held in the Capitol Extension
Room E1.010
Austin Texas 78701
August 9, 2007 at 10:30 am

Summary of Minutes

Call to Order, Roll Call
Certification of Quorum

The Board Meeting of the Texas State Affordable Housing Corporation (the
“Corporation”) was called to order by Jerry Romero, Chair, at 10:30 p.m., on August 9,
2007, in the Capitol Extenson Room E1.010, Austin, TX 78701. Roll Call certified that a
guorum was present.

M embers Present

Jerry Romero, Chair
Thomas A. Leeper, Vice Chair
Jesse A. Coffey, Member

Members Absent

Charles G. Rencher, Member
Jo Van Hovel, Member

Staff Present

David Long, President

Katherine Closmann, Executive Vice President

Melinda Smith, Chief Financial Officer

Paige McGilloway, Single Family Programs Manager
David Danenfelzer, Multifamily Programs Manager
Kevin Cruser, Multifamily Programs

Patricia Corser, Asset Oversight & Compliance Manager
Janie Taylor, Manager of Marketing and Development
Laura Ross, Corporate Secretary

Public Comment

Please refer to Tab 2 for public comment.
Special Guests

Bob Dransfield, Fulbright and Jaworski, LLP
Rob Dubbelde, Greenberg Traurig

Bill Gehrig, Greenberg Traurig

Robin Miller, First Southwest Company
Elena Pienado, Texas Department of Housing and Community Affairs (TDHCA)



Barton Withrow, RBC Dain Rauscher
Tab Items

Tab 1 Presentation, Discusson and Possible Approval of Minutes of the Board
M eeting held on July 17, 2007.

Mr. Coffey made a motion to approve the minutes of the Board Meeting held on July 17, 2007.
Mr. Leeper seconded the motion. Motion passed unanimously.

Tab 2 Presentation, Discussion and Possible Approval of a Resolution authorizing
the issuance of Texas State Affordable Housing Corporation Multifamily
Housing Revenue Bonds (Rainbow Apartment Projects) Series 2007, a Trust
Indenture, a Loan Agreement, a Bond Purchase Agreement, a Regulatory
Agreement; authorizing the execution of documents and instruments
necessary or convenient to carry out the issuance of the bonds; and other
provisionsin connection therewith.

Mr. Danenfelzer began by giving an overview of the project. Mr. Danenfelzer informed the
Board that public hearings were held during the month of June in each of the affected
communities, as well as in Austin. Mr. Danenfelzer reported that there was overwhelming
support for the transaction at the hearings. Mr. Danenfelzer also stated that the borrower had
received letters of support and votes from the resident councils at each of the properties
supporting the transaction and the rehab that would be done. Mr. Danenfelzer noted that ten
letters from public officials had been received in support of the transaction. Mr. Danenfelzer
made the Board aware that the transaction involved several layers of financing including bonds,
housing tax credits and a proposed loan from the Corporation for gap financing. Mr. Danenfelzer
elaborated further on the financing for the project. Mr. Danenfelzer stated that staff had met with
the Bond Review Board (BRB) the previous day and had answered several questions about the
transaction. Mr. Danenfelzer stated that staff would meet with the BRB again on August 28" for
afinal vote for approval on the bonds.

Mr. Porter with RHAC Texas Portfolio, LP introduced himself to the Board. Mr. Porter gave an
overview of the project and what the rehab would entail. Mr. Porter noted that all the units were
100% Section 8. Mr. Romero inquired as to how fluctuation in rents would affect the tenants
and Mr. Porter explained that though the rents might fluctuate, the rent for the tenant would not,
as long as their income didn't change. Mr. Romero inquired as to how many units Rainbow
managed and Mr. Porter explained that they hired third-party management companies to manage
the properties and for this portfolio the management company would be Capstone. Mr. Porter
stated that they had wanted to do this transaction because it was an the opportunity to promote
energy conservation and, being that there were long term Section 8 contracts on the properties, a
lot of the financial risk was taken away.

Mr. Danenfelzer stated that staff was seeking the Board's approval to move forward with the
transaction and noted that the approval would be contingent upon the approval of tax credits by
TDHCA and bonds by the BRB. Mr. Romero stated that there had been a lot of questions on this
deal, but staff had worked hard to answer all of them. Mr. Romero noted that this was not a
501(c)(3) deal and was not being structured the same way.



Mr. Leeper inquired if Mr. Danenfelzer felt the transaction met the Corporation’s mission and
Mr. Danenfelzer stated that he felt it far surpassed the Corporation’s target qualifications for
rehab under the original RFP. Mr. Danenfelzer also pointed out that the transaction was reaching
areas of the State which generally did not receive tax credits or bonds.

Mr. Leeper asked if there had been inquiries into the transaction from State Representatives and
other representatives of the housing community and Mr. Danenfelzer stated that there had been
and that staff had been proactive in communications. Mr. Danenfelzer noted that staff had
communicated regularly with TDHCA regarding any questions they had in congruence with the
tax credit application. Mr. Danenfelzer also noted that staff had been working with the BRB
since May to answer any questions about the transaction they had. Mr. Danenfelzer stated that
the City Council of Copperas Cove had unanimously passed a resolution supporting the project
and tax credits. Discussion followed.

Mr. Coffey made a motion to approve a resolution authorizing the issuance of Texas State
Affordable Housing Corporation Multifamily Housing Revenue Bonds (Rainbow Apartment
Projects) Series 2007, a Trust Indenture, a Loan Agreement, a Bond Purchase Agreement, a
Regulatory Agreement; authorizing the execution of documents and instruments necessary or
convenient to carry out the issuance of the bonds; and other provisions in connection therewith.
Mr. Leeper seconded the motion. Motion passed unanimously.

Tab 3 Presentation, Discussion and Possible Approval of a Resolution Regarding
the Approval of a Subordinate Loan From Texas State Affordable Housing
Corporation, asLender to the 12 Separate Limited Liability Companiesin
the Rainbow Portfolio Listed in this Resolution, whose Sole M ember is
RHAC-Texas Portfolio, L.P., collectively, as Borrowers, in an amount not to
exceed $500,000.00.

Mr. Danenfelzer informed the Board that the subordinate loan would be at 4 % interest over a
15-year term and would be paid out of cash flow after primary debt and operating expenses and
on par with the deferred developer's fee. Mr. Danenfelzer explained that the note had a
suspension clause stating if the deferred developer’s fee wasn't paid out before or by the 8" year
then the Corporation’s note would be held off until the developer's fee was paid. Mr.
Danenfelzer explained that a condition of the tax credits was that the developer’s fee be paid by
the 15" year. Mr. Danenfelzer stated that staff had been very conservative in the underwriting of
the note, and that the same underwriting standards employed by TDHCA had been used. Mr.
Danenfelzer refreshed the Board’'s memory that the original RFP had stated that $500,000 notes
would be available to provide gap financing should the need arise. Mr. Danenfelzer also
reminded the Board of the EQ2 award through Wells Fargo Bank, part of which was specifically
designated to go towards multifamily gap financing. Mr. Danenfelzer noted that because the note
was being financed by the Corporation, staff had a flexibility to what the percentage rate would
be.

Mr. Leeper inquired what would occur if at the end of the 15" year the note wasn't fully repaid,
and Mr. Danenfelzer explained that the Corporation would then have the ability to restructure the
note. Mr. Danenfelzer stated that if the note was suspended in the 8" year, the end of that
suspension would be the 15" year. Mr. Romero inquired after the extraordinary steps taken to
ensure that the project would be managed the way it was intended to be and Mr. Danenfelzer
stated that the Corporation would be using every power available to them under statute to ensure
that it was. Mr. Coffey inquired about inspections and Mr. Danenfelzer stated that two
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ingpections would be conducted mid-term and then one would be conducted upon final
completion, all by Corporation staff. Mr. Danenfelzer stated that the primary lender, Centerline
Capital Group, would also be doing their own, separate inspections as would TDHCA in
congruence with the tax credits.

Mr. Leeper made a motion to approve aresolution regarding the approval of a subordinate loan
from Texas State Affordable Housing Corporation, as Lender to the 12 separate limited liability
companies in the Rainbow Portfolio listed in this Resolution, whose Sole Member is RHAC-
Texas Portfolio, L.P., collectively, as Borrowers, in an amount not to exceed $500,000.00. Mr.
Coffey seconded the motion. Motion passed unanimously.

Tab 4 Presentation, Discussion and Possible Approval of a Resolution Authorizing
the Issuance, Sale and Delivery of Single Family Mortgage Revenue Bonds
(Professional Educators Home Loan Program) Series 2007B; Authorizing a
Trust Indenture, an Origination, Sale and Servicing Agreement, Bond
Purchase Agreement and Continuing Disclosure Agreement, Making Certain
Findings and Deter minations; Authorizing the Execution of Documents and
Instruments Necessary or Convenient to Carry Out a 2007 Texas State
Affordable Housing Corporation Professonal Educators Home Loan
Program; and Containing Other MattersiIncident and Related Thereto.

Ms. McGilloway explained that the resolution before the Board would allow staff to move
forward with the 2007 allocation of $25 million for the Professional Educators Home Loan
Program. Ms. McGilloway informed the Board that the application to the BRB had passed
unanimously. Ms. McGilloway stated that it was staff’s plan to price the bonds the following
Thursday, August 16", and have the transaction close on September 19". Ms. McGilloway
confirmed that this would be the last of the Corporation’s annual allocations. Discussion
followed regarding the pursuit of additional funding for the programs.

Mr. Withrow with RBC Dain Rauscher introduced himself to the Board and proceeded to explain
the upcoming pricing and closing of the Professional Educators Home Loan Program transaction.

Mr. Romero inquired about cleaning up the pipeline and Ms. McGilloway stated that the
Corporation’s master servicer, Countrywide, conducted a pipeline cleanup on a weekly basis.
Ms. McGilloway further explained that Countrywide did not maintain a waiting list, so it was on
afirst-come, first-served basis as to when funds became available through fallout. Mr. Withrow
continued to speak to the transaction and discussion followed.

Mr. Coffey made a motion to approve a resolution authorizing the issuance, sale and delivery of
Single Family Mortgage Revenue Bonds (Professional Educators Home Loan Program) Series
2007B; authorizing a Trust Indenture, an Origination, Sale and Servicing Agreement, Bond
Purchase Agreement and Continuing Disclosure Agreement, making certain findings and
determinations; authorizing the execution of documents and instruments necessary or convenient
to carry out a 2007 Texas State Affordable Housing Corporation Professional Educators Home
Loan Program; and containing other matters incident and related thereto. Mr. Romero seconded
the motion. Motion passed unanimously.

Reports

Presidents Report



Mr. Long began by informing the Board that staff had attended the Texas Affiliation of
Affordable Housing Providers (TAAHP) conference the previous week. Mr. Long stated that
staff continued to work on the annual contract for a Professional Employment Organization
(PEO) and noted that Administaff was the Corporation’s current provider. Mr. Long stated that
six responses to the RFP for PEO services had been received and that staff would make a
determination and then inform the Board at the next meeting. Mr. Long noted that the FY 2008
Operating Budget would also be presented at the next meeting.

Mr. Long informed the Board of his intention to meet with the board members in their
hometowns. Mr. Long expressed his thanks to Mr. Coffey for the opportunity to meet with him
and Mr. Romero.

Mr. Long noted that staff continued to work on the Sunset Self-Evaluation Report which was due
August 24™.

Mr. Long informed the Board that the Corporation was at the end of its 2005-2007 Business Plan
time period. Mr. Long stated that a planning session would be scheduled in the coming months
to develop a new business plan for the next two years. Mr. Romero suggested that the Sunset
process be atopic of discussion for the planning session.

Mr. Long made the Board aware that in addition to the budget being addressed at the next
meeting, the RFP for auditor would be discussed. Mr. Long noted that an Audit Committee
meeting would need to take place. Discussion followed.

Executive Vice President’s Report

Ms. Closmann began by thanking Mr. Danenfelzer for all his hard work on the Rainbow Housing
transaction. Ms. Closmann also thanked Ms. Corser, Mr. Dransfield with Fulbright & Jaworski
and Mr. Dubbelde with Greenberg Traurig. Ms. Closmann noted that staff had worked
especially hard on the Compliance Agreement to ensure that what happened with the 501(c)(3)
portfolios wouldn't happen with this transaction. Ms. Closmann noted that one provision
included was that, if the bond purchaser wasn't doing what needed to be done as far as health
and safety violations were concerned, then Corporation staff could use repair and replacement
funds to make those repairs. Ms. Closmann also stated that penalties would be in place for
noncompliance. Ms. Closmann noted that 18 months after the rehabilitation inspection, staff
would go out and do another inspection to ensure that al had been done. Ms. Closmann
continued to speak to the provisions spelled out in the Compliance Agreement.

Ms. Closmann noted that Mr. Cruser had also worked very hard on the Rainbow transaction. Ms.
Closmann informed the Board that Mr. Cruser was also doing an excellent job calculating
PILOT payment totals of what was owed and not paid by the 501(c)(3) portfolios since 2002.
Ms. Closmann stated that liens for the total amounts would be filed with the counties so they
would be of record should the individual properties be refinanced or sold. Ms. Closmann noted
that the PILOT agreements themselves acted as a lien, but they did not include specific amounts
and staff wanted to make sure that specific amounts were on record.

Ms. Closmann stated that staff continued to work on the Sunset Self-Evaluation Report that was
due on August 24™.



Single Family Lending Report

Ms. McGilloway began by refreshing the Board’'s memory that the Corporation served as
account administrator for the Texas Statewide Homebuyer Education Program (TSHEP). Ms.
McGilloway stated that the week-long homebuyer education certification course through TSHEP
had occurred July 16™- 20™. Ms. McGilloway informed the Board that TSHEP would have two
more two-day courses during August, one on Foreclosure Prevention and another on Combating
Predatory Lending.

Ms. McGilloway stated that the pricing for the 2007B transaction would occur on August 16™
and the closing would occur on September 19". Ms. McGilloway informed the Board that
information as to when funds would be available had been provided on the Corporation’s
website. Ms. McGilloway informed the Board that an application had been submitted to the BRB
for an additional $25 million for the program serving borrowers at 80 percent or below area
median family income (AMFI). Ms. McGilloway refreshed the Board’s memory to the fact that
funds for that program in 2006 had been committed in 4 months.

Ms. McGilloway informed the Board that the 2007 Homes for Texas Heroes Program had been
fully originated. Ms. McGilloway stated that there was $2.6 million left in the 2006 program, a
result of loans falling out of the pipeline. Ms. McGilloway noted that at the previous board
meeting the interest rate for that program had been adjusted to reflect that of the 2007 program.
Ms. McGilloway stated that the lenders had been sent notice that these funds were now available.

Ms. McGilloway reminded the Board that at the previous meeting they had approved staff going
forward with submitting applications to the BRB for more funding for both the Professional
Educators and the Homes for Texas Heroes programs. Ms. McGilloway stated that those
applications were for an additional $50 million for both programs and each application was due
September 1.

Multifamily L ending Report

Mr. Danenfelzer stated that his report in the board packet was an introduction to the two tab
items already approved that morning.

M arketing and Development

Ms. Taylor began by informing the Board that she would be sending them a copy of the
Corporation-focused brochure that she had been working on. Ms. Taylor briefly described what
it would look like.

Ms. Taylor stated that an advertisement would be appearing in the fall issue of the Association of
Texas Professional Educators newsletter.

Ms. Taylor made the Board aware that she and Ms. McGilloway would be attending the Texas
Association of Realtors convention in Galveston in early September where they would be
maintaining a booth. Ms. Taylor stated that Ms. McGilloway would have an exhibit at the
Combined Law Enforcement Agencies of Texas (CLEAT) Conference in Brownsville in
October.



Ms. Taylor refreshed the Board’'s memory that staff was working with Texas Low Income
Housing Information Service and other groupsto create a locator website for affordable housing.
Ms. Taylor stated that the participating groups would be meeting the following week to discuss
the website further. Discussion followed regarding the website and the information that would be
made available on the website.

Ms. Taylor informed the Board that the Corporation had received a response from the foundation
in New York that staff had sent a letter of inquiry for a grant of $50,000. Ms. Taylor reported
that they had requested the Corporation fill out aformal application.

Mr. Romero inquired if anything further had been discussed or done with regard to changing the
name of the Corporation and Ms. Taylor stated that after discussion, staff was thinking of
creating a subsidiary or separate entity that would solely seek funding, grants and sponsorships.
Ms. Taylor noted that it was a complicated issue and there were a lot of things to consider. Ms.
Taylor stated that if the Board had any suggestions or opinions on the matter to please send them
to her.

Asset Oversight & Compliance Report

Ms. Corser began by turning the Board's attention to the compliance report in the board packet.
Ms. Corser noted that Marshal Meadows had been added and they had been reporting for the last
three months. Ms. Corser pointed out that the requirements for Marshall Meadows were slightly
different then the other portfolios. Ms. Corser reported that Chelsea Court, who had been out of
compliance since January, was now back in compliance after submitting their July report. Ms.
Corser stated that a 100% file audit was scheduled for Chelsea Court on October 15 to verify
their compliance. Ms. Corser turned to the American Housing Foundation (AHF) portfolio and
noted that two properties, Shadowridge and Creekwood, were out of compliance in June. Ms.
Corser stated that Shadowridge had been unable to correct the problem in July and she was still
waiting on reports from Creekwood to see if they had been able to correct the problem. Ms.
Corser noted that proper notifications would be issued to both properties once it was confirmed.
Ms. Corser stated that The Wharf, a South Texas Affordable Properties Portfolio property, had
been out of compliance since April and had been issued a 60-day notice.

Mr. Romero asked for an explanation of the acronyms LI and VLI used on the compliance
report. Ms. Corser explained that L1 meant “low income” and referred to 80 percent or below the
AMFI and that VLI meant “very low income” and referred to 50 percent or below the AMFI.
Ms. Corser explained that the target for those numbers was 75 percent LI and 20 percent VLI.
Ms. Corser stated that Marshall Meadows only had to meet the VLI requirements.

Ms. Corser turned to Aguila Oaks and noted that when an on-site file audit was conducted in
March, they had been found to be not in compliance and had failed to submit documentation that
showed they were back in compliance. Ms. Corser stated that a formal 60 day notice had been
sent and she had also spoken with Mr. Bernal, the Vice President of housing and economic
development, to reiterate the importance of getting the non-compliance corrected within 60 days.
Ms. Corser noted that if they did not show signs of progress, then a Notice of Default would be
issued. Mr. Romero inquired what the Corporation could do when properties were out of
compliance. Ms. Closmann responded that staff would train property staff on compliance. Ms.
Closmann also noted that National Farmworkers had taken over the management of Aguila Oaks
and there had been a high turnover in property managers. Ms. Closmann noted that if this didn’t
work, the trustee would then be notified of the non-compliance and there could be tax
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consequences. Ms. Corser noted that she would be meeting with Mr. Gavin at the property later
in the month to discuss the compliance issues.

Ms. Corser turned the Board's atention to Resident Services quarterly report. Ms. Corser noted
that a correction to the Resident Services had been made and proceeded to hand out those
corrections to the Board. Ms. Corser announced that 31 out of 36 properties had provided
resident services for all three months of the quarter. Ms. Corser noted that Champions Green had
services in April, but not in May or June. However, Ms. Corser did note that services had been
provided in July for that property. Ms. Corser also noted that Aguila Oaks had provided services
in April, but reports had not been submitted in May or June. Ms. Corser noted that they had until
August 15" to make their submissions or a notice of non-compliance would be issued on August
16", Mr. Romero inquired how the numbers attending resident services were actually
authenticated and Ms. Corser said that each property kept a sign in book for each activity and
that they were studied when compliance audits of the properties were conducted. Mr. Romero
suggested that staff visit with property staff at The Rafters to discuss their resident services plan
and how it had come to be so successful.

Financial Report

Ms. Smith began by referring the Board to the report contained in the board packet regarding
budget to actual expenditures. Ms. Smith noted that as of June 30, 2007, the Corporation had a
cash basis profit of $222,000. Ms. Smith noted that the Corporation was down in multifamily
revenue due to the 501(c)(3) properties, but was up in revenue from investments and single
family income.

Open M eeting

After discussion, it was determined that the next Board Meeting would occur on Friday,
September 14, 2007, at 11:00am and would follow a meeting of the Audit Committee that would
take place at 10:00am.

Adjournment

Mr. Leeper made a motion to adjourn the meeting. Mr. Coffey seconded the motion. Motion
passed unanimously.

The Texas State Affordable Housing Corporation Board Meeting was officially adjourned at
12:05 pm.

Respectfully submitted by
Laura Ross, Corporate Secretary




RESOLUTION NO. 07-
TEXAS STATE AFFORDABLE HOUSING CORPORATION

Resolution Authorizing the Issuance, Sale and Delivery of Single
Family Mortgage Revenue Bonds, Series 2007D; Authorizing a
Trust Indenture, an Origination, Sale and Servicing Agreement, a
Bond Purchase Agreement and Continuing Disclosure Agreement,
Making Certain Findings and Determinations; Authorizing the
Execution of Documents and Instruments Necessary or
Convenient to Carry Out a 2007D Texas State Affordable Housing
Corporation Single Family Program; and Containing Other Matters
Incident and Related Thereto

WHEREAS, the Texas State Affordable Housing Corporation (the “Issuer”) has been
duly created and organized pursuant to and in accordance with the provisions of the Texas Non-
Profit Corporation Act, Article 1396-1.01 et seq. Vernon's Annotated Texas Civil Statutes, as
amended and under the authority of Subchapter Y of Chapter 2306, Texas Government Code,
as amended (the “Act”), the Issuer is authorized to establish a program to provide individuals
and families of low income, as defined in the Act, with adequate, safe and sanitary housing; and

WHEREAS, the Board of Directors of the Issuer has heretofore determined to adopt and
implement a 2007D Texas State Affordable Housing Corporation Single Family Program (the
“Program”) to provide individuals and families of low income meeting the requirements of the
Act with low interest home mortgage loans; and

WHEREAS, section 103(a) and section 143 of the Internal Revenue Code of 1986, as
amended (the “Code”), provide that the interest on obligations issued by or on behalf of a state
or a political subdivision thereof the proceeds of which are to be used to finance owner-
occupied residences shall be exempt from federal income taxation if such issue meets certain
requirements set forth in said section 143; and

WHEREAS, in order to carry out the Program, the Issuer, Wells Fargo Bank, National
Association (the “Trustee”), Countrywide Home Loans, Inc., as Servicer/Administrator (the
“Servicer/Administrator”) and various commercial lending institutions doing business in the State
of Texas (the “Participants”), propose to enter into an Origination, Sale and Servicing
Agreement (the “Agreement”), pursuant to which: (a) the Issuer will indicate its intent to issue
its bonds in an amount sufficient to enable the Issuer to acquire Government National Mortgage
Association mortgage-backed certificates (the “GNMA Certificates”), Fannie Mae mortgage-
backed securities (the “Fannie Mae Certificates”) and Freddie Mac mortgage-backed securities
(the "Freddie Mac Certificates") each backed by certain qualified home mortgage loans made to
eligible individuals and families of low income (the “Mortgage Loans”); (b) the Trustee will
disburse funds on behalf of the Issuer to acquire the GNMA Certificates, the Fannie Mae
Certificates and the Freddie Mac Certificates and to perform certain other duties in connection
with the Program; (c)the Servicer/Administrator will be responsible for monitoring the
Participants’ performance, preparing certain periodic reports, and performing certain other
duties, including servicing the Mortgage Loans, in connection with the Program; (d)the
Participants will originate and sell the Mortgage Loans; and (e) the Issuer, the Trustee, and the
Servicer/Administrator and the Participants will perform certain actions and follow reasonable
procedures to ensure compliance with Section 143 of the Code and the Act; and
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WHEREAS, the Program has been designed to provide down payment and closing cost
assistance to the mortgagors as provided in the Agreement; and

WHEREAS, the Issuer believes that the addition of the down payment assistance
feature and the interest rate or rates associated with the Mortgage Loans will make the Program
attractive to potential mortgagors; and

WHEREAS, in order to carry out the Program, the Board of Directors of the Issuer has
determined that the Issuer shall issue its Single Family Mortgage Revenue Bonds, Series
2007D (the “Bonds”), in the maximum aggregate principal amount of not to exceed $25,000,000
pursuant to and as generally described in a Trust Indenture prepared in connection with the
issuance of the Bonds (the “Indenture”), by and between the Issuer and the Trustee, thereby
making funds available for acquiring GNMA Certificates, Fannie Mae Certificates and Freddie
Mac Certificates, all under and in accordance with the Constitution and laws of the State of
Texas; and

WHEREAS, the Issuer further proposes to sell the Bonds, upon the issuance thereof, to
RBC Dain Rauscher Inc., Morgan Keegan & Company, Inc. and any other firms designated in
the Bond Purchase Agreement hereinafter defined (collectively, the "Purchaser"), all as
referenced in the Bond Purchase Agreement between the Issuer and the Purchaser (the
"Purchase Agreement"); and

WHEREAS, there have been presented to the Issuer and its advisors proposed forms of
each of the following and all of which comprise a part of this Resolution:

1. the Indenture;

2. the Agreement;

3. the Continuing Disclosure Agreement by and between the Issuer and the
Trustee (the “Disclosure Agreement”);

4, the Purchase Agreement; and

5. the Preliminary Official Statement relating to the Bonds (the “Preliminary

Official Statement”).

WHEREAS, the Issuer finds the form and substance of the above-listed documents
(hereinafter, collectively the “Bond Documents”) to be satisfactory and proper and finds the
recitals with regard to the Issuer contained therein to be true, correct and complete and hereby
determines to proceed with the issuance and sale of the Bonds to carry out the Program, the
execution of such documents and the taking of such other actions as may be necessary and
appropriate in connection therewith;

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE
TEXAS STATE AFFORDABLE HOUSING CORPORATION:

Section 1. Approval of Program. That the Issuer hereby expresses its intent to
implement the Program, as described more fully in the Agreement, under which the Trustee, on
behalf of the Issuer, will acquire GNMA Certificates, Fannie Mae Certificates and Freddie Mac
Certificates, backed by mortgages on residences in the State of Texas owned and occupied by
eligible individuals and families of low income.
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Section 2. Public Purposes of Program and Bonds. That the Issuer hereby finds,
determines, recites and declares that the adoption and implementation of the Program,
including the down payment assistance and the interest rate or rates to be borne by the
Mortgage Loans, and the issuance of the Bonds will promote the public purposes set forth in the
Act, including, without limitation, assisting eligible individuals and families of low income in
acquiring and owning adequate, safe and sanitary housing.

Section 3. Issuance, Execution and Delivery of the Bonds. That the issuance of the
Bonds in one or more series in the maximum aggregate principal amount of not to exceed
$25,000,000 is hereby authorized, all under and in accordance with the Indenture, and that,
upon execution and delivery of the Indenture, the officers of the Issuer are each hereby
authorized to execute and attest the Bonds and to deliver the Bonds to the Trustee for
authentication all as provided in the Indenture. The Bonds shall mature on the date or dates
and in the amounts, shall bear interest and shall be subject to redemption prior to maturity on
the date or dates and in the amounts as specified in the Indenture.

Section 4. Approval, Execution and Delivery of the Indenture. That the Indenture, in
substantially the form and substance as presented to the Board of Directors at the meeting at

which this Resolution was considered, with such changes or additions thereto as may be
approved by the Chairperson, Vice Chairperson, President or Executive Vice President of the
Issuer (upon the advice of bond counsel to the Issuer), as evidenced by the execution of the
Indenture by said Chairperson, Vice Chairperson, President or Executive Vice President, is
hereby approved and that the proper officers of the Issuer are each hereby authorized and
directed to execute and attest the Indenture and to deliver the Indenture to the Trustee.

Section 5. Approval, Execution and Delivery of the Agreement. That the Agreement
in substantially the form and substance of the Agreement presented to the Board of Directors at
the meeting at which this Resolution was considered, with such changes or additions thereto as
may be approved by the Chairperson, Vice Chairperson, President or Executive Vice President
of the Issuer (upon the advice of bond counsel to the Issuer), as evidenced by the execution of
the Agreement by said Chairperson, Vice Chairperson, President or Executive Vice President, is
hereby approved and that the proper officers of the Issuer are each hereby authorized and
directed to execute and attest the Agreement and to deliver the Agreement to the Trustee, the
Servicer/Administrator and each Participant.

Section 6. Purchase Agreement and Sale of Bonds. That the sale and delivery of
the Bonds to the Purchaser, upon the terms and conditions set forth in the Purchase Agreement
between the Issuer and the Purchaser is hereby authorized and approved. The Bonds shall be
sold to the Purchaser at the purchase price specified in the Purchase Agreement. The Issuer
hereby authorizes the Chairperson, Vice Chairperson, President or Executive Vice President of
the Issuer, either individually or in any combination of such officers, for and on behalf of the
Issuer, to determine the actual Purchaser and the terms of the Purchase Agreement and to
execute and deliver the Purchase Agreement. Upon execution by the parties thereto and
delivery thereof, the Purchase Agreement shall be binding upon the Issuer in accordance with
the terms and provisions thereof. In addition, the officers of the Issuer are each authorized and
directed to execute any necessary certificates evidencing approval of any or all of the matters
set forth in this Section 6. In the event it becomes necessary to engage any other investment
banking firm or investment banking firms to assist in the sale of the Bonds, the President or the
Executive Vice President of the Issuer shall be and hereby is authorized to engage the services
of any such investment banking firm or firms.
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Section 7. Approval, Execution and Delivery of the Disclosure Agreement. That the
Disclosure Agreement, in substantially the form and substance of the Disclosure Agreement

presented to the Board of Directors at the meeting at which this Resolution was considered, with
such changes or additions thereto as may be approved by the Chairperson, Vice Chairperson,
President or Executive Vice President of the Issuer (upon the advice of bond counsel to the
Issuer), as evidenced by the execution of the Disclosure Agreement by said Chairperson, Vice
Chairperson, President or Executive Vice President, is hereby approved and that the proper
officers of the Issuer are each hereby authorized and directed to execute and attest the
Disclosure Agreement and to deliver the Disclosure Agreement to the Trustee.

Section 8. Approval, Execution, Use and Distribution of Offering Document. That
the Preliminary Official Statement, in substantially the form and substance of the Preliminary

Official Statement presented to the Board of Directors at the meeting at which this Resolution
was considered, and the changes to the Preliminary Official Statement which will result in the
final Official Statement proposed to be delivered in connection with the sale of the Bonds (the
“Official Statement”), in substantially the form and substance approved by the Chairperson, Vice
Chairperson, President or Executive Vice President of the Issuer (upon advice of bond counsel
to the Issuer) as evidenced by their execution thereof are hereby approved and the
Chairperson, Vice Chairperson, President and Executive Vice President of the Issuer are each,
individually, hereby authorized and directed, for and on behalf of the Issuer, to execute the
Preliminary Official Statement and the Official Statement. Delivery to the Purchaser of the
Preliminary Official Statement and the Official Statement is hereby authorized.

Section 9. Execution and Delivery of Other Documents. That the officers of the
Issuer are each hereby authorized to consent to, accept, execute and attest such other
agreements, investment agreements, assignments, bonds, certificates, contracts, documents,
instruments, releases, financing statements, offering documents, letters of instruction, written
requests and other papers, whether or not mentioned herein, as may be necessary or
convenient to carry out or assist in carrying out the purposes of this Resolution, the Program
and the issuance, sale and delivery of the Bonds.

Section 10. Power to Revise Form of Documents. That, notwithstanding any other
provision of this Resolution, the Chairperson, Vice Chairperson, President, Executive Vice
President, Secretary and any Assistant Secretary of the Issuer are each hereby authorized to
make or approve such revisions in the form of the Bond Documents as, in the opinion of counsel
to the Issuer or bond counsel, may be necessary or convenient to carry out or assist in carrying
out the purposes of this Resolution and the Program.

Section 11.  Delegation to President or Executive Vice President. The President and
Executive Vice President of the Issuer, either individually or jointly, are hereby authorized to

approve the principal amount and maturity of the Bonds to be issued pursuant to this
Resolution, to establish the interest rate or rates to be borne by the Bonds, provided, however,
that the interest rate shall never exceed 15% per annum, and to determine the rate on the
Mortgage Loans, provided however, that such rate shall not exceed 10% per annum. The
President and Executive Vice President of the Issuer, either individually or jointly, are further
authorized to engage the services of consultants that may be needed, in the opinion of such
officer, to fully complete the issuance and delivery of the Bonds.

Section 12.  Ratification of Certain Prior Actions. That all prior actions taken by or on
behalf of the Issuer in connection with the Program and the Bonds, are hereby authorized,
ratified, confirmed and approved.
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Section 13.  Purposes of Resolution. That the Board of Directors of the Issuer has
expressly determined and hereby confirms that the issuance of the Bonds and the
implementation of the Program accomplish a valid public purpose of the Issuer by assisting
individuals and families of low income, as defined in the Act, in the State of Texas to obtain
adequate, safe and sanitary housing, thereby promoting the public health, welfare and safety for
individuals and families of low income in the State of Texas.

Section 14.  Limited Obligations. That the Bonds and the interest thereon shall be
limited obligations of the Issuer payable solely from the revenues, funds and assets pledged
under the Indenture to secure payment of the Bonds and under no circumstances shall the
Bonds be payable from any other revenues, funds, assets or income of the Issuer.

Section 15.  Obligations of Issuer Only. That the Bonds and the interest thereon shall
not constitute an indebtedness, liability, general, special or moral obligation or a pledge or loan
of the faith or credit or taxing power, within the meaning of any constitutional or statutory
provision whatsoever, of the State of Texas or any other political subdivision or governmental
unit of the State of Texas.

Section 16.  Conflicting Prior Actions. That all orders, resolutions, or any actions or
parts thereof of the Board of Directors of the Issuer in conflict herewith are hereby expressly
repealed to the extent of any such conflict.

Section 17.  Authorization of Investment. That the Board of Directors of the Issuer
hereby authorizes the Chairperson, Vice Chairperson, President or Executive Vice President of
the Issuer to direct the Trustee to invest any funds received by the Trustee pursuant to the
Indenture in Investment Securities as defined in the Indenture.

Section 18. Effective Date. That this Resolution shall be in full force and effect from
and upon its adoption.

[Remainder of page intentionally left blank]
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PASSED, APPROVED AND EFFECTIVE this September 14, 2007.

TEXAS STATE AFFORDABLE HOUSING
CORPORATION

Chairperson

ATTEST:

Secretary
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RESOLUTION NO.
TEXAS STATE AFFORDABLE HOUSING CORPORATION

RESOLUTION TO AMEND ACCESS TO THE CORPORATION’'S PROGRAM
FUNDING FOR THE SINGLE FAMILY AFFORDABLE HOMEOWNERSHIP
PROGRAM FOR TEXAS AND THE SINGLE FAMILY [INTERIM
CONSTRUCTION LOAN PROGRAM TO INCLUDE THE CORPORATION'S
PROGRAM KNOWN ASTHE MULTIFAMILY DIRECT LENDING PROGRAM.

WHEREAS, Texas State Affordable Housing Corporation (the “Corporation”)
has been duly created and organized pursuant to and in accordance with the provisions of
the Texas Government Code, Chapter 2306, Subchapter Y, Section 2306.551 et seq., as
amended (the “Act”), for the purpose of facilitating the provision of housing and making
affordable loans to individuals and families of low, very low, and extremely low income;
and

WHEREAS, the Board of Directors of the Corporation previously implemented
an Alternative Lending Program (also known as “The Affordable Homeownership
Program for Texas’) (the “Program™) pursuant to Resolution 03-11 adopted on December
10, 2003, which provides for down payment assistance to individuals and families that
are not able to access traditional lending markets due to prior credit issues or insufficient
credit history or both in atotal amount not to exceed $2,000,000 (“Program Funds’); and

WHEREAS, the Board of Directors approved an amendment to the Program to
include the Single Family Interim Construction/Land Acquisition Program, pursuant to
Resolution 07-03.

WHEREAS, the Board of Directors has determined that it is desirable to amend
the Program to permit access to Program Funds by the Corporation’s program known as
the Multifamily Direct Lending Program; and

WHEREAS, it is deemed necessary and advisable that this Resolution be adopted;

THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE
TEXAS STATE AFFORDABLE HOUSING CORPORATION:

Section 1. Approval of Amendment to Program. The Corporation hereby approves
the amendment of the Program (as amended, the “Amended Program) to allow access to
the Program Funds by the Corporation’s program known as the Multifamily Direct
Lending Program and authorizes the President and Executive Vice President to proceed
with the finalization of the terms and conditions of the Amended Program.

Section 2. Contracts with Third Parties. The Corporation is authorized to enter
into (and the President and Executive Vice President) contracts with third parties.



Section 3. Use of the Corporation's Funds. The use of remaining Program Funds
in order to implement and operate the Amended Program is hereby authorized.

Section 4. Prior Resolution. Resolutions 03-11 and 07-03 shall remain in effect
except to the extent modified by this Resolution.

Section 5. Public Purposes of Program. The Corporation hereby finds, determines,
recites and declares that the adoption and implementation of the Amended Program will
promote the public purposes set forth in the Act, including, without limitation, assisting
persons of low, very low, and extremely low income in acquiring and owning adequate,
safe, sanitary and affordable housing.

Section 6. Effective Date. This Resolution shall be in full force and effect from
and upon its adoption.

Section 7. Severability. If any section, paragraph, clause or provision of this
Resolution shall for any reason be held to be invalid or unenforceable, the invalidity or
unenforceability of such section, paragraph, clause, or provision shall not affect any of
the remaining provisions of this Resolution.

ADOPTED AND APPROVED this 14th day of September, 2007.

TEXAS STATE AFFORDABLE HOUSING
CORPORATION

Jerry Romero
Chair, Board of Directors



TEXASSTATE AFFORDABLE HOUSING CORPORATION
Risk Management Policy

Adopted: _, 2007

1. Corporation

When permitted by law, approval to enter into interest rate swaps, forward swaps, swap options,
basis swaps, caps, floors, collars, cancellation options or any similar hedge, derivative or
synthetic instrument on behalf of the Texas State Affordable Housing Corporation (“TSAHC” or
“Corporation”) shall be authorized by the Corporation’s Board on a case-by-case basis. For the
purposes of this Risk Management Policy, all such transactions are referred to hereinafter as
“interest rate management transactions”.

Each resolution to authorize entry into an interest rate management transaction (each a
“Resolution”) shall set forth, where applicable, among other things, the notional amount,
security, payment, and other financial terms of the interest rate management transaction between
the Corporation and qualified swap counterparties (“ Counterparties’). The Resolution shall also
approve, as to form, the operative agreements, contracts, and other documents to be used in the
interest rate management transaction. Counterparties shall satisfy the requirements of Section 6.1
of this Risk Management Policy. Each Resolution shall specify the appropriate Corporation
officials authorized to make modifications to or finalize the terms of the interest rate
management transactions contemplated, within parameters established by the resolution. In the
event of a conflict between a resolution or the documentation effectuating an interest rate
management transaction and this Risk Management Policy, the terms and conditions of the
resolution or such documentation shall control.

Each Resolution shall set forth a finding that it is, or upon certain circumstances, prudent and
advisable for the Corporation to enter into the related interest rate management transaction and
that entry into such interest rate management transaction is consistent with this Risk
Management Policy.

2. Purpose

Interest rate management transactions can be an integral part of the Corporation’s asset/liability
and debt management strategy. By utilizing interest rate management transactions, the
Corporation can expeditiously take advantage of market opportunities to reduce costs. Interest
rate management transactions may allow the Corporation to actively manage asset and liability
interest rate risk, balance financial risk and achieve debt management goals and objectives
through synthetic fixed rate and variable rate financing structures. The Corporation shall not
enter into interest rate management transactions for speculative purposes.
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3. General Guiddinesfor Interest Rate M anagement Transactions

The Corporation shall include the following guidelines in the evaluation and recommendation of
interest rate management transactions:

Legality: the Corporation, utilizing advice of counsel, must first determine that the
proposed contract fits within the legal constraints imposed by applicable law, this Risk
Management Policy, the Corporation's Articles and By-Laws as amended and
supplemented, the Corporation resolutions and other contracts.

Goadls. In the Resolution, the Corporation will clearly state the goals to be achieved
through the interest rate management transaction and may adopt execution parameters
consistent with the goals.

Rating Agencies. The proposed interest rate management transaction shall not have an
adverse impact on any existing Corporation credit rating. The interest rate management
transaction also shall conform to outstanding covenants made to credit enhancers,
liquidity providers, surety providers, bondholders and other creditors. All interest rate
management transactions should be, but are not required to be, discussed with rating
agencies then maintaining ratings on the Corporation debt prior to execution.

Tenor: the Corporation shall determine the appropriate termination date for an interest
rate management transaction on a case-by-case basis. However, in no circumstance may
the termination date of an interest rate management transaction between the Corporation
and a Counterparty extend beyond the final maturity date of the underlying debt or the
maturity date of the referenced investments.

Impact on Variable Rate Capacity: The impact of the interest rate management
transaction on the Corporation’s variable rate debt capacity must be quantified prior to
execution so as not to hinder the Corporation's ability to issue variable rate debt or
commercial paper.

Explanation of Risks and Benefits: The provider of any interest rate management
agreement shall provide, as requested, analysis necessary for the Corporation staff, in
consultation with the Corporation financial advisor, to explain the costs, benefits, risks
and other considerations regarding each particular interest rate management transaction to
the Corporation’s Board as a part of the approval process for the related Resolution.

Debt Constraints: The interest rate management transaction shall not contain terms that
restrict the ability of the Corporation to comply with additional bonds tests or anti-
dilution tests and shall not create cross defaults to the Corporation debt below prescribed
threshold amounts.

Accounting Implications: the Corporation shall employ appropriate staff or consultant
with responsibility and knowledge suitable for monitoring interest rate management
transactions. Before entering into an interest rate management transaction, the
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Corporation staff shall analyze and prepare for the accounting impact of the interest rate
management agreement on the Corporation’s financial statements.

Exit Strategy: The mechanics for determining termination values at various times and
upon various occurrences must be explicit in the interest rate management transaction,
and the Corporation should obtain estimates from its Financial Advisor and/or the
Counterparty of the potential termination costs which might occur under various
scenarios, and plan for how such costs would be funded.

4. Bassof Award

In general, the Corporation should enter into interest rate management transactions through a
competitive or a negotiated bid process conducted in conformity with the Corporation
Procurement Policy. However, the Corporation may seek to reward firms that present innovative
and financially beneficial transactions to the Corporation and reserves the right to award all or a
percentage of a particular interest rate management transaction to a Counterparty based upon the
nature of the initiative demonstrated by the Counterparty in proposing the swap to the
Corporation. With the prior approval of the Corporation's Board, the Corporation may negotiate
with Counterparties for unsolicited interest rate management transactions and/or proprietary
swap products. The Corporation's Board and staff shall determine the procurement method for
each interest rate management transaction. For situations in which the Corporation would like to
a reward a particular firm or firms for initiative or innovation, or wishes to achieve
diversification of its Counterparty exposure, the Corporation’s Board and staff may select, but
not be limited to, one of the following basis’ for award:

Allow such firm or firms, if not submitting the best bid, to amend its bid or their bids to
match the best bid, and by doing so, be awarded up to a specific percentage of the
transaction.

To encourage competition, the second and/or third place bidders may be allowed to
contract for a specific portion of the notional amount provided its bid is or their bids are
no greater than a pre-specified spread from the best bidder in a proportional manner as
specified in bidding parameters.

In certain situations the Corporation may elect to negotiate a particular swap transaction.

In the case of a negotiated transaction, the Corporation’s Board (i) shall set parameters; (ii)
may delegate to the staff, in consultation with the financial advisor, the Corporation to
negotiate the price; and (iii) shall arrange with the financial advisor for delivery of a "fair
pricing opinion." The Counterparty shall disclose to the Corporation payments to third parties
regarding the execution of any swap or derivative contract.

5. Management of Interest Rate Transaction Risk

Certain risks will be created as the Corporation enters into interest rate management transactions
with Counterparties. Some interest rate management transaction risks, in general, are described
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in Exhibit A. In order to manage the associated risks, guidelines and parameters for certain risk
categories are as follows:

5.1 Counterparty Risk

The risk of Counterparty default can be reduced by limiting interest rate management
transactions between the Corporation and any single Counterparty. In addition, the
Corporation may mitigate Counterparty risk by requiring the Counterparty to post
collateral on a mark-to-market basis, in accordance with the guidelines described in
Section 6.3 — Collateral Requirements.

5.2 Termination Risk

5.2.1 Optional Termination: the Corporation shall have the right to optionally
terminate an interest rate management transaction at any time over the term of the
interest rate management transaction (elective termination right) at the then-
prevailing market value of the swap. In general, exercise of the elective
termination right should produce a benefit to the Corporation, either through
receipt of a payment from a termination, or if a termination payment is made by
the Corporation, in conjunction with a conversion to a more beneficial (desirable)
financial arrangement for the Corporation. Termination value shall be readily
determinable by one or more independent counterparties, who may assume the
interest rate management agreement obligations of the Corporation in the event of
an assignment.

A Counterparty shall not have the elective right to terminate an interest rate
management transaction unless a termination option has been priced into the
terms of the interest rate management transaction.

The Corporation should, but is not required to, explore the economic viability of a
unilateral termination provision without being exposed to atermination payment.

5.2.2 Credit Related Termination: Upon the occurrence of a Counterparty default,
the Corporation may be required to make a termination payment to the
Counterparty. It is the intent of the Corporation not to make a termination
payment to a Counterparty failing to meet its contractual obligations unless the
Corporation is contractually obligated to do so. When adealer for the interest rate
management agreement is the Affected Party (the defaulting party), as defined in
the ISDA Master Agreement, the interest rate management transaction may set
forth a suitable time period during which the Corporation may evaluate whether it
is financially advantageous for the Corporation to obtain a replacement
Counterparty to avoid making a termination payment.

The market value of each interest rate management transaction (including termination costs)
shall be calculated by the financial advisor and provided at least semi-annually as information to
the Corporation’s Board and staff in accordance with the provisions outlined in Section 8.
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Reporting Requirements of this policy to monitor the interest rate management transaction’s
value and in order to implement an appropriate exit strategy in atimely manner, if required.

5.3 Amortization Risk (Term)

The Corporation shall consider the slope of the swap curve, the marginal change in swap
rates from year to year along the swap curve, termination value and the impact that the
term of the interest rate management transaction has on the overall exposure of the
Corporation in determining the appropriate term of any interest rate management
transaction. Each interest rate management transaction shall reflect as closely as possible
the amortization of the underlying debt or shall be in place for no longer than the period
of time that matching assets are available to hedge the transaction.

5.4 Liquidity Risk

The Corporation should consider if the swap market is sufficiently liquid (i.e., if enough
potential Counterparties participate actively in the market to assure fair pricing) for the
type of interest rate management transaction being considered and the potential
ramifications of an illiqguid market for such types of interest rate management
transactions. There may not be another appropriate party available to act as an offsetting
Counterparty. The Corporation may enter into liquidity or credit agreements with
liquidity providers and/or credit enhancers to protect against this risk

5.5 Basis (Index) Risk (including Tax Reform Risk)

Any index chosen as part of an interest rate management transaction shall be a recognized
market index, including but not limited to The Bond Market Association Municipal Swap
Index (BMA) or London Interbank Offering Rate (LIBOR).

The Corporation shall not enter into leveraged interest rate management transactions
without thoroughly analyzing the risks associated with the enhancement. The tax reform
risk and impact to the Corporation of each interest rate management transaction shall be
detailed through the Counterparty disclosure requirements outlined in Section 7 — Form
of Interest Rate Management Transactions and Other Documentation

5.6 Bankruptcy Risk

The Corporation’s counsel shall disclose to the Corporation the bankruptcy risks and
issues associated with the type of Counterparty and interest rate management transaction
chosen. Additionally, the Corporation’s counsel shall disclose to the Corporation the
bankruptcy issues associated with the method proposed for the posting of collateral.

6. Counterparty Approval Guidelines

6.1 Eligibility
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The Corporation shall enter into interest rate management transactions only with
qualified Counterparties. To qualify as a Counterparty under this policy, at the time of
entry into an interest rate management transaction, the selected swap provider(s) (i) shall
be rated at least AA-/Aa3/AA- by at least two of the three nationally recognized credit
rating agencies (Standard & Poor’s, Moody's, and Fitch Ratings, respectively) and shall
have a minimum capitalization of $50 million, (ii) shall maintain arating of at least BBB-
/Baa3/BBB- by two of the three nationally recognized credit rating agencies and shall
provide a credit support annex (“CSA”) to the schedule to the ISDA master agreement
that shall require such party to deliver collateral for the benefit of the Corporation (a) that
is of a kind and in such amounts as are specified therein and which relate to various
rating threshold levels of the Counterparty or its guarantor, from AA-/Aa3/AA- through
BBB-/Baa3/BBB- and (b) that, in the judgment of the Chief Executive Officer or Chief
Financial Officer in consultation with the Corporation’s financial advisor, is reasonable
and customary for similar transactions, taking into account all aspects of such transaction
including without limitation the economic terms of such transaction and the
creditworthiness of the Counterparty or, if applicable, its guarantor; or (iii) shall obtain
credit enhancement from a provider with respect to its obligations under the transaction
that satisfies the requirements of clause (i) of this paragraph. The Corporation shall not
enter into an interest rate management transaction with a firm that does not qualify as a
Counterparty consistent with the foregoing guidelines

The Counterparty must make available audited financial statements and rating reports of
the Counterparty (or any guarantor or credit enhancer, as the case may be), and, in
accordance with industry accepted accounting practices, must identify the amount and
type of derivative exposure, and the net aggregate exposure to all parties (the Corporation
and others), along with relevant credit reports at the time of entering into an interest rate
management transaction and annually thereafter unless the Counterparty, guarantor or
credit enhancer is under credit or regulatory review and in that case immediately upon
notice by the appropriate agencies to the entity.

6.2 Swap Counterparty Exposure Limits and Transfer

In order to limit and diversify the Corporation’s Counterparty risk, and to monitor credit
exposure to each Counterparty, the Corporation may not enter into an interest rate
management transaction with a Counterparty if the following exposure limits are reached
per Counterparty:

The maximum notional amount for interest rate management agreement between a
particular Counterparty (and its unconditional guarantor, if applicable) and the
Corporation shall not exceed an amount that would cause an adverse impact on the
Corporation's existing credit rating. Notional amounts for fixed-to-floating interest
rate management agreements may be used to “offset” the Counterparty risk on the
notional amounts for floating-to-fixed interest rate management agreements, or vice
versa
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If the agreement eliminates the Corporation’s ability to transfer the interest rate
management agreement to an acceptable alternative Counterparty, i.e. eliminates the
Corporation’s right to assign the agreement, then the Corporation should have the
right, but not the obligation, to terminate the interest rate management agreement
without cost to the Corporation.
If the maximum notional limit for a particular Counterparty is exceeded solely by
reason of merger or acquisition involving two or more counterparties, the Corporation
shall expeditiously analyze the exposure, but shall not be required to “unwind’
existing interest rate management transactions unless the Corporation determines
such action isin its best interest, given all the facts and circumstances.
If the exposure limit is breached for a Counterparty, then the Corporation shall:
- Conduct areview of the exposure limit calculation of the Counterparty;
Determine if collateral may be posted to satisfy the exposure limitation; and
On a monthly basis or as requested, report the net exposure and its risk
implications to the Corporation’s Board.
The Corporation shall avoid entering into contracts with derivative product
companies (“DPCs’) that are classified as "terminating" DPC’'s by the rating
agencies.

6.3 Collateral Requirements

Collateral posting requirements between the Corporation and each swap Counterparty
should not be unilateral in favor of the Counterparty. As part of the interest rate
management transaction, the Corporation or the Counterparty may require that collateral
to secure any or al interest rate management agreement payment obligations be posted.
Collateral requirements shall be subject to the following guidelines:

Collateral requirements imposed on the Corporation should not be accepted to the
extent they would impair the Corporation’ s existing operational flow of funds, the
Corporation should seek other remedies to satisfy counterparty requirements.

Each Counterparty shall be required to provide a form of a Credit Support Annex
should the credit rating of the Counterparty fall below the “A-/A3/A-" category
by at least two of the nationally recognized rating agencies.

A list of acceptable securities that may be posted as collateral and the valuation of
such collateral shall be determined and mutually agreed upon during negotiation
of the interest rate management transaction with each Counterparty.

The market value of the collateral shall be determined on either a daily, weekly,
or monthly basis, as provided in the documentation for the interest rate
management transaction. At least semi-annually, the Corporation’s financial
advisor shall provide collateral verification relating to collateral type, amount, and
market value.

Failure to meet collateral requirements shall be a default pursuant to the terms of
the interest rate management transaction.

The Corporation and each Counterparty may provide in the supporting documents
to the interest rate management transaction for reasonable threshold limits for the
initial deposit and for increments of collateral posting thereafter.
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The interest rate management transaction may provide for the right of assignment
by one of the parties in the event of certain credit rating events affecting the other
party. The Corporation (or the Counterparty) shall first request that the
Counterparty (or the Corporation) post collateral, or provide a credit support
facility. 1f the Counterparty (or the Corporation) does not provide the required
credit support, then the Corporation (or the Counterparty) shall have the right to
assign the agreement to athird party acceptable to both parties and based on terms
mutually acceptable to both parties. The credit rating thresholds to trigger an
assignment shall be included in the supporting documents.

7. Form of Interest Rate M anagement Transactions and Other Documentation

Each interest rate management transaction shall contain terms and conditions as set forth in the
International Swap and Derivatives Association, Inc. (“ISDA”) Master Agreement and such
other terms and conditions included in any schedules, confirmations and credit support annexes
as approved in accordance with the Resolution pertaining to that interest rate management
transaction.

In negotiated interest rate management transactions the Counterparty and Corporation’s financial
advisor shall each provide a disclosure memorandum that shall include an analysis, by the
Counterparty and the Corporation’s financial advisor, of the risks and benefits of the
transactions, with amounts quantified. This analysis should include, among other things, a matrix
of maximum termination values within the parameters and assumptions given by the
Counterparty over the life of the interest rate management transaction. The disclosure
memorandum shall become a part of the official transcript for the interest rate management
transaction.  In negotiated transactions, the Counterparty shall also affirm receipt and
understanding of the Corporation’s Risk Management Policy, and shall further affirm that the
contemplated transactions fit within the Risk Management Policy as described.

Modification of Interest Rate Management Agreements. Each Resolution should provide specific
approval guidelines for the interest rate management transactions to which it pertains. These
guidelines may provide for modifications to the approved interest rate management transactions,
provided such modifications do not extend the average life of the term of the interest rate
management agreement, increase the overall risk to the Corporation resulting from the interest
rate management agreement, or increase the notional amount of the interest rate management
agreement beyond pre-approved levels. The Resolution shall further designate which
Corporation officers shall be authorized to cause such modifications.

Aggregation of Interest Rate Management Agreements. Unless the Resolution states otherwise,
the approval requirements set forth in each Resolution are applicable for the total notional
amount of transactions executed over a consecutive three-month period for a given security or
credit. Therefore, the notional amount of interest rate management transactions including the
average life of the interest rate management transactions over a consecutive three-month period
are considered in tota (net of the notional amount of an interest rate management agreement
reversal) to determine what approval is required pursuant to a particular Resolution.
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8. Reporting Requirements

On a semi-annual basis, or as required by the Board, the Corporation staff shall be required to
report in writing the status of all interest rate management or derivative transactions to the
Corporation's Board. Any such report shall include, but not be limited to, the following
information:

1.

10.

11.

12.

All changes to interest rate management transactions or new interest rate management
transactions entered into by the Corporation since the last report to the Board shall be
noted.

Status reports shall provide the marked to market value of each of the Corporation’s
interest rate management transactions.

Status reports shall describe the net impact to the Corporation of 50 and 100 basis point
movements (up or down) with the appropriate interest rate management index or curve.
For each Counterparty, the Corporation staff shall provide the total notional amount of
each interest rate management transaction, the remaining average life of each interest
rate management transaction, the term of each interest rate management transaction, the
total to enter into each interest rate management transaction, and the remaining term of
each interest rate management transaction.

The report shall include the credit ratings of each Counterparty, and those of any credit
enhancer insuring or guaranteeing interest rate management payments.

The report shall list collateral posted by a Counterparty, if any, and by the Corporation,
if any, detailed by interest rate management transaction and in total by Counterparty. All
collateral information shall be accompanied by the financial advisor's collateral
verification report.

The report shall include the market movement or rating change required to trigger a
collateral posting requirement.

The report shall include a summary of each interest rate management transaction
including but not limited to the type of interest rate management agreement, the rates
and dollar amounts paid by the Corporation and received by the Corporation, specific
terms, and other information of interest to the Board.

The report shall indicate any default or rating change by a Counterparty to the
Corporation, and the results of the default including the financial impact to the
Corporation, if any.

The report shall include a summary of any planned interest rate management
transactions and the impact of such interest rate management transactions on the
Corporation’s asset / liability management program.

The report shall include the amount of interest rate management transactions, both in
notional amount and in terms of net mark-to-market exposure, available to the
Corporation as of the end of each reporting period.

In accordance with Texas State law, the governing body of the Corporation shall
appoint an officer of the Corporation to provide an annual written report to the
governing body of the Corporation which discusses the following items:

i. Theterms of the outstanding interest rate management transactions.
ii. State
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1. thefair value of each interest rate management transaction,

2. the value of any collateral posted to or by the Corporation under
the interest rate management transactions with each counterparty at
year's end, and the cash flows of each interest rate management
transaction.

iii. Identify the counterparties to each interest rate management transaction,
any guarantor of such counterparties, and the credit ratings of each
counterparty and guarantor.

iv. State whether the continuation of the interest rate management
transactions complies with the Corporation's Risk Management Policy.
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Texas State Affordable Housing Cor poration
Draft Operating Budget

Fiscal Year 2008
2008
Budget

Revenues
Servicing Revenue, Net of Subservicer Fees 553,000
Multifamily Revenue 105,000
Federa Home Loan Bank Note Income 119,000
Asset Oversight Revenue 592,000
Single Family 315,000
Investment Revenue 370,000
Grants & Donations 15,000

2,069,000
Expenditures
Salaries & Payroll Related Expenditures 1,067,000
Professional Services- Legal, Audit & IT 381,000
Office & Equipment Lease 136,000
Travel & Meals 78,000
Interest on FHLB/Wells Fargo CDC Notes 100,900
Sponsorships & Grants 6,700
Marketing 25,000
Insurance 29,000
Professional Dues & Training 14,000
Communication 13,300
Bank Fees & Charges 10,000
Office Supplies 5,000
Publications, Subscriptions & General Office Expense 5,300
Freight, Delivery & Postage 6,300
Furniture, Equipment, & Software 29,700
Printing 3,000

1,910,200

158,800
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Draft Operating Budget
Fiscal Year 2008

Check Point for Melinda

Check to make sure that note references by each number match the note explaining the budget lin
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Thusing che naa tar veurs, M Miloeskon T comploe] aver A0 hewes of continglug prafeesianal sdusaier
vistuted Lo eavermmeniz | aad aorpafit aecomnlitg end wlidne aad D1 Oireclar A-133, Theae courses
melnde "Awdit Bequirerients of O3 Cleenlm A-1351, SGovernmoral™anzrefi - A-132 Thpdide™,
= & ooy el Auliling Stardarels Liadale™, = Covermonuial & Elanmrielil Accomengg and A’ iling Updalks",
end S A ] Yo low Foak Updsie ard 2evics, :

Char [z eglopate is prepasod assunng that your engaleyses »il (gpe 211 cash, accounld resaivab's, accounls
prayebla, an el néliar sonfirmatioas we neyquest and will locele eny fmvices solueted s Co (esting, Tnacklinio,
we i ] raquost hal yunr cany: ToyGed RIBDETG vero anlyy ia worgpapers wad crrtair Toems docamentng the
gooomimr svatein Al Le ol syden e Ko Sale Afferdatle Lovsng Cnrpozato. o e need during one
examipation.

AL fim vhe condui endits of fngida statrmimn s are requized 1o be o izoved Ty Abwirpears frmualily
el and o gesurs couformicy wth oLy profusyinnal stoadands Welive pesznthy Taee rewi o ird reaaivod
-

aivexectlontapinion The Grnef Cameds, Chuoeey & (. prerforand o ' G liey Revies and theitapziniva
Lok 4 eneiossd Cor your Tovivs-

Clieml Helororoos:

o, Niary Faithiull, Exocy live Timctor Fhenee
Advocooy husmprraed (512 1544380
1. Tivils Macre, Detestor of Administation Phowe §
Gat Comgerdation Ieleniutione] (5 lay azT-anal
c. lack blavss, Tixeoutive irecto: Plirne X

Fevads Lisaaitily Acvonany S baw Croiee 3EE) 29-Thd3

“Thz projected tine Time fior the peajm =vets ervemsd 1 this pecpasal s 52 tallows:

Stant Eueld Wl Cetobuer 10, 2007

Sl Field Work Hovoher 2, 2007

Delivery Thales:
ep e Tradt(s) TWoverher 20, 2007
inal Weprt Tiezembs: 7, 20807
iang pemnett Lollin Boomesmber 20, 2007
Tierrza 290 Tex Hedurn Jarary 15, A00E

Thes whowe dulus tepranan’ anr hest eali wle al this thme. 15ws ars gaEec pe pror ndoped=n muditors, we

will dhisenzse e s seleeckals witl wont and el { i ou s sngasennm, letler, e cammod be tesprnsille oo
clelwys that s ot of ou contre.,

DAl s o coual Ampleenent opporiiaity cnpleyer  The liuo comzisds ot five [emale ool heee mals
emrloycsa,

Malz  TFernale
[lambeansent 1 2
Drofissiel Siaff 1 2
Aalrimstralive (1 2
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Subimited by Adikuka Mouaben S Prikaam LLLE

11. i Applicalls

12,
Protessionul Fews

O s o thes above dosmibad wolit sarvics will e ased o e setmel fione spect at cor discarnted sturel o] by
e, Cior sacdard houly rotes very woeard ng (o e depee o resp o sibil -y mve] ved atd -he crperieces kavel ol e
personne] acxipred to youy suliv Periners nean |y bill ont al 5170 par heur, A pervigorimeniagers bl ootk BT por
Yo sl azsncints acensiEnes BiL oo, st $53 g Lo, Our o Too Qs fozs wall be rendezod eecl mantls A2 wnvk
penproascd and are fayadly ynressnmalon, We andicipare flaak [eee far the sy vices propoyad above shall nel eaceedthe
Fellne i ooy,

I ZE 2009
A1l ol Tinonsial Sinlemenis 545 300 34T 000 K49 A1)
LD A 1500 4,500 5,000
Tmr-1 900 &% Lotun 4000 4300 E 000

¥ ae poowe slimetes are Fased upnt the £23uwing tmo badist 2nd wepresen L owe standank rules

Py el Hoeugy
Audit 2arener (LCD KK
Tax Lavimur (37,7 1
Aruwdae Adcounl i, i3]

111 i L Cae ehoves fres, we will Bill o Tos diveel ow-of-poclst msts oz el Todyag, aud e prindng, Thesz
ararmis will be dissusied with v 2ng egrewl o puor to ths enzageracol,

Tlreguesczd, we will rrovide comaallation asd lechnize] acsisine io'Leas Stata Affoedabls TTonsing Cueporatioon it our
sandend hourly rotas plua direct oot Sl costs,

Adl o e i v foos “or audit, to consihiation, el dsc el assismes i e oo reaanne blo sl represoet oun ol
billmg rates for sitidlar scovives.

E-E;«:lgiamunf. | iter

ek vl considering our fim: foryeur audiland Lo aeeds, Ty wish to omyeuie o fimn £ the abeve services,
wi il bepleaserd o subanil [ o an segagement Yotter woich w1l explam the eugyrerrent i areaten dala | and sct el
L g mve does, Flesss contact s 11 yem kave sy questions o i vow want 4n discuss hiz mer il her.

Thie paposal js walid Lor a perind i 5L days sulrzquant fo Lz RTY closirg ilate,

Einceraly,

e M Yo, 2
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FOKRSKA MONAHAN & PRCKHAM TP
CRETIFTED PLHLIC ACCOTINTANTS
TROWOLTE O THE FTREL

MK KSR A, MONALLAN & TRCICHAM, LLE i o ful sozvice cartificd public accou-ting T, We sith o e
Amstin smel he suronmdi-g comunetilieg with porsonyl atlection sac provce mraertise in o copprehensive oimps ol
aervices, msluding

-- Audits of Finencizl Stadarenly

- Tz Chaallation aud 1 anning

-- P reoariion aud Conmliskce Tndivicuals, Bstatss, Troats, Paccesships, & Corporstions)
-- Guoera] Buginess Csalling

- Hstete Planmitig

wn Auveoamring amd C0npIeT Seices
- Finawial Sialcment Crenpitetion oy Taviaw
.- | ifi zation Supraart on Acewunting and Tax lsses

The firm s 2 Ta. e clict e veqn ring diverse avditng, 16, aad ecowdicp servines ¥ ajority oF clienty e
oo sheed, slossly 8 husinesssy, - ndividuals w O comples ti and BUs Tcss maLBes, g man-uofit crgan saions
MTKESICA. ATONAHAN & PRCKEAM, T.LE, @ks prils in movidmg our clopls will toebnical melividon iz’
geTvives, (el mmapriae e to clenl needs, tachirigal conponue, sl ot fricndly, =ersomabc slulThave gl o fim
ils gqualicy opulidizn i Aushin,

Tl Lom priacpals arz DONATLD C MTKTSIKA, CFA, vtz i charps of audiling cnd seeanntiog EOTVILES,
KATHLFEN 4. BOMATLAN, CPA, suavamrting in 18X savice #ar pavimerships, selsles, Gusts fnd bosingss
ponslitation sl SUSAN 7. PRECKIAM, CEPA, enphosiami corparaic simesy acd bnginess cansehetion, Al thrve
peinsipala also pravide tea (p1aI0mg ook WU ness servived [ow fndisririamds.

Followizg are luie? profiles of the procipals and assocites of Milosks, Wonals & P'ecl-has, LLE,

TIORNALD €, MIKEESEA, (TA

Tron Bilosska s thearmner i chaege o gadiling md ae vowrGng scrvines T he finn, 4, gooduats of Me Ldversily 1l
Peses an Anesin, he bt over thisiysin peace of (riblic accounting erperiens inchuding "Fig, Tow" cxperimmes. |dis
prefessions] vepeocten inchoics andits of hanla, pomsicn pless, eonsbaction sempanics, Lespitals, non-pa it
oA saliang, gavernmasnsl sotilies, manndering susecing, ven] cAcate corrmien, sarvigs ot gacizatons, wlelcsalo,
and tetalory, A8 a foamer paioc: noa lrge lnead CIA Trm in Howsgn, i1 was (e echnizal a1 pavtaer aml fiod
suspomsililily for fae vevize of 1] amAit emearveagntz, Dun ax a good soling knowledee ol compuics and secoumHog
systors, Wilh Fis tachojeal krowdedue a b sitensive bisiness ampurience, Lon can sfficicnlly v e an engagemant
Cor @ veudety ol olienls, Thom T analyaud Cronzinl daiy “or nsoranes cowpapies porswing lavanls, frerEzramet
aecomntmg ‘sals o defermmine negigenes fru honding cuesLocs and issued aiion Lutits oo diverss Jpes o asine=secs.

KATHLEEN A, BIONATIAN, CPA

[athlzen Monnbes is a parirer ‘0 che Sen's G sootion. Bs picnabun has over thitey vears of capeci=nee with Tl
wiemal and lozul seuouwding e, e i3 invelvad ool aspeete of tex s ciive lwelncime srbuls and gilt ks plveing,
188 roprreetatinn rnd budiness i canmbator. Mw Monshan hah a Mastory in Prafeasional Aceoucung wilk a
omEENtradion in faxation frovn D University nl Vexas, sl experience vavers ali plugges [ Lwlividual <ax plaming wih
sppoesat enplasls in the Vrast and Tylacs cToas, 7ax aeas indivutive of Eathlesr's cxpertisge inchudn faily lindicd
partncrship plancing, trus] plavains and allweprare afesale ard giftplyns inclndiyg et et prepaaton and special
e valator r estale ta priposcs. Bninces plonring fuetudes Sub 3 cowrpoLation. year-mad il alrntegicy ad
Frapcliss ax redneton, Pa toerslip 127 ascoumiing aud partinersidp casital aceunl atelyeiy seeowrting Jave heeancas
wf continuing incarast wndd decicalion,




MEKESK & VIONALLAN & PRCKITAMN, T.T.P
CRLICTLEED PURMLC ACCOTINTANTS
TROLILE OF TR LU - COMNTTLY

SURAN F TICIKNAN, CFA

Suzar Peskhan is anz of wwe partners 1w clargr of lax sareezs, Ma PedOom bog thivi-one years ol sspe st
ineludi. g five yors with Coapers and Zybraod aiel o woers witll E3ACGHain TTurlinan a.ad it presireessos. Lhoicg
theze yoars 4, Pecldarm had dealt with commlivuned we issues soncmming coTporaiions und individuals TTar t2x
eepertize hag wasisled clisws o sobdng sermorafe e problems thoegh merpreis, 1ecrpandaulions, iuidations, and
e lchapd e # plarm g, SEs Pugkhan hiaz a daclee in Lrafessionad Avcoading with v remeentration i tuxelioo, o

Tachelors dogros with 1gaest Huvers o Ve Tidwesvsaty ol "exas

In acclibion to the Mrm priocipels, MIKESEA, MONATIAN & PECKTTAM, LLIY excploys wasociabss whi ure & thay

Cgmi Mied bl Acvounianls or who av werking o0 besoming ceified.

A CFAS o the firm ane rrambess of G Anevicaa Tosritme of Uertiticd Poblic Aceoustonts aod he Texas Sowelyaf

Clorti e Bulil i Accumntames.

A TepTosclitive saeple of s enl end former Llismis Fallows:

Lnrporale Clienis Turl ey

Vourey akin Serker Philiips Thise Rz

Cammom [nsarahcs Lorperiiin Tows LLLARCE.

TTorseshos Hay G Heal Bt foles

Lk T3T Coparation Real Batus Develispe

e amnnwoed Diovalopmant Forl Twlaim Novelopor
T=0 Dptical Letsil

Tznas Lopielative Sereice S 1 Bsi: s

I'wir t2ake AR300. Rel lazabs Maxw ez

Not-For-T'rolil e (nvermenial Efities
Advoeacy, e *

ATNS Szayleos of Austie o ¥

l3at ¢ ocgorvalien Jotermational. Tne

Capimd Avca Sowl Tk

Tnteanontmentat |'eoing’s Trplawao Bune ik Flaa
Wizhae, Angele's CGorrmet Fowds, T, 401(%k) Plam
Fljonal oty Revkr Sales Coopezalive
Wevarly Jisabilily Advacacy & Taesr Centar®
Sooflwrn Mevada Coaler Tur lodc scodant iviog®
Texas Bar Fomrwkatiom

‘Teand Byued Acesss o Feslica Foumdalian

Tewxas Lomal Wale Association®

Thniterc] W ayUiapitul Aren

Frolussinnals
Humereos plrsizisng, ¢l omeys, dnd invsilecs.
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Carmeiro,Churnavile., o

Rtz ML McAdarns, TR ' |. Lawwrl Ceaociz, CPA
Aebern L Lewiz, £ CLRTE L Pl 10 ACCTL NTARTS [k, . Matien, CPA
Frauklite W Purle, 028 - oagta [ CeppRsT, LRA
Faut Both-Roaly, CFA Sl £, Roberlzon, jr., CTA

Alguet 2, 2008

' ine Pannes
Mikeska, tcnahar & Peckham, | 1T

Wiz have wvinwed e syster of qual by control for Eho guec nling grd auditng praciice of
Wikeska, Monshar & Peckham, LL.2, Cta fim) in 2lect for the yvear ended April 20, 2008, A
gyste — of quslity conliv] encormpaxses e {enr's or gan.zational structure, the polcias adosd
and piocsdures establishec fo mrovide i with reascrable asswrarco 57 apniorning with
professional stancards, The el=mants of Juatity cortrol are deacribed in the Sieicments on
Duzlity Contrel Standards izsusd by the Amedican Instfite of CPAS (AICGPA). The fiim is
resacnsible for desigring a system of quaity confrol and complylng with it 1o provide ths firm
reascnab e assrante of rarinmming with ::rmr'assinn‘al standords ir all materisl regpacts, Cur
raasensihility iz to expross an opirion o2 tié desgn of the syetern of quality cenitol and tas
fim's compianco with its syatem of quality contral besed on our review,

Our review was concuciod i1 accmdance with standals ostablisted by che Pesr Hevisw
Board of ita AICREA 3wig oo review, we mead required representations from the frm,
intervizwed frn persornel aic chtained an uncerstanding o7 <he nabirs of fa dim's
accountng ard auditing sractes, ard the design of the Snm's systs~ of gozlty contral
zuTicient bo assess the vizks implicit i its practice. Resed sr aur assessmants, we sclacted
snyagemets and adminisTaive fies o jast for coriormity wth profossional E‘;_ﬂﬂdmrﬂs and
eorrpliance wil ihe Grm's syaten of guaity conoel Tho engagorments selected represemed &
reascnakle cross-sscficn of the fimn's accourilhy and audiing practice with omphisis on
Righar-risk engagomzits. Tho cncogemarts - selected included der'.g olljers, aucis cf
Emplayes Bengdit Plars and engagaments parformed unde Guvernie it Audilirg Standands.
Fricr to corcuding the rr—'uwwa, wi remssessed e acequasy of the scooe of tha pasr Vat =
procedurss and et will fire: inanagzment to dscuss the results of ou- review. We halisve
il il procedures we perfomsc prov de 3 s2sonshie 2asis for cur apinion,

in performing owr review wo obianed an undersfanring of tha systcm of queily coatrol for
the tirm's accouting and audiling pract e, In additicn, wo estod compliance with ihe Simi's
ruality sontrai pelicies end procedurcs to the oxent we considarsd appropriate, The=e lesls
coverad thz spplicaticn of the firms selicies end prozedures on soleclze engagsmrants. Olr
revicw was hoged o selacted tesis fherafere it woeule rol necesserily oetes: zlb weaknesses
i tha eystern of qualily conbio” o all inslanzes of nencomplance with it. There arg inh=srent
limiabares il elfectivaress of ary system o cualty cordral and tharefore nnacnmpfanco
wills tha systern of quality coniral may cceur and not be detecind. Proj=rtios of amy evaluatlon
of & syster of quality sontrol o feture pecinds is aibjert n the sk that ik a}"‘tom of J1= |I.ty
centrol may become irdegqate hacalas of chances In conditions, or becquss the degros o
comHizree wWitt ihe policies or proccdlrce mey deterione,

Tl ©rmes Socoesd fo Mo il s sars”
A ML Lo 412, Sude FA0 ¢ Rar Artonio, Doens AALE-RETS
SR B2 - B i210] 24 (ol
F-zll: carncitefcame ro.coi = el AT Ta.C oM

A Zeneeieint Mamlo s ofthe BEO S Alll-ier




T s Cartnsts 2 August 2, 2108
Milzska, Wonehan & Foolklbam, 1L LF-

I cur opinien, e syslern of quality conerel for fte accoundng ard & eiting prachics of
Mikeska, Morahan & Feckham, LLP. ir effect tar tie year snded Aol 30, 2306, has baen
Jesigned t3 rmest the requerernenis of the ouality crefrol stancards for an accountiiz and
ackting practice esmablished by the AI0PA and wasz complizd wit duing the yaar e ended
t= provice the i wilh reasonstle essarance of conivrming with professtonal 2ksndards.
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[ amhnoin [\“Mﬂt? LN




et -
' bt e At a2l ] S0

Pusy Review Pragram far the {!i.

Smericat bl of Gerliflcd Publc Accountanfs ' ‘g.:;

' Teian Socdnty of Cortified Potlic Aseaurtanis

. . reaed Savicly
vzl 1 1o TRAS Sociziy o] CPAS o Cortiice)
Public A¢coLntintn

Aeptemyes LY, 20045

Lol O Misceks, SZA

Malosls, Monsii=n & leckluion, LIEE FNAL ACSERTANCE LETTER
Fuite SO0

100 Coregraeas

maatia, T AEVAL E7dE

Meas Me. Mikooska:

Luoia oty ploasure to ool ity yo chal on Soptondeer 18, 200400 e
Trwns Docisty of CLad 2005-07 Poor Zeview Comnd oles acoecbed oo
roparls oor Lhis noEt reasnl poor raw e of wour e, Mas Gos doto
Poar wour .. reelcwr is Octohbes 31, 2005, Thro o das Lne dato T
which a1l eowicw dosumesily snozld bo cocpleated ond swealtzed T
Ll sdviniatorioneg oobicy.

' N . 1
= wem kneww, oo TeviswerTs  onirion was  nmocdilied. The
e Dl es anlted o To collesy Loz ooonogratolaiiioas o the Pl
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_ MARTINEZ, ROGARIO 8 COMPANY, LLP
CERTTED PUBIC ACCOUNTANTS

Texas State Ai‘iwddhﬁe Housing
Corporation

Propasal for Audit, Tax and Aceounting Consuiting Scivices for
the Three Fiseal Years Ending Anguast 31, 2407, 2008 and 2009

August 3, 20607




R oo e o O PP TPP U

L3
9,
10, ATTEMALIVE ACTHOIL POLICY wraiers it ieiesires s v 10 bR R

L 1. Peopristary Information

TEXAS STATE AFFORDABLE HOUSING
CORPORATION

PROMOBAL TO PROVIDE AUDIT, TAX AND ACCOUNT NG

CONSULTING SERVICES

TABLLE OF CONTENTS

TIncerstancing of The Work o e 2
Ahility to Provice the Saecified Servicss
T T - SO UV PPPRPPOL.

BT N T T T O OSSO TP
Froprsad ATz TSl oo e s vvvs i e e e i mias e e
Fapierienoe of ALITEIR i i
o Tl of Assistancs Tronn Ceorporation Personiel .,

12, Cost Proposal e
kl

0

e 8210

w12

13

Vv 1




MMTLPEE ROSARLY & L.CI"'II-ANT, LL3l
CERTIFIED PUBLIC ACCOLNTAN 5

Angust 3, 2007

Toxas Staic AFrcable Honsing Corporlion
1715 W, 35" Slreel
Ausiin, Texos TETOZ

We zppreciale Lhe opporlunity to submil this praposal, In response 1o vour Reguesi for
Proposals for Awmlil, Tax snd Acconnting onsuliing Services (o sorve the Teans Stale
Attordable Hovgng Covporatinn (Corposation) gy your indesendent acconntznts snd husiness
advigors,  The Corporation would e g mos: valued elieal lo us.  Tn recognition of the
significancs of thie coaportunity, we ars commiting a highly qualified team of professicnals
perlure e audil,. We ars cortident thal our proposal, specifically or fechnionl appreact,
demonstrales a- undesstanding of locs nowmrelil and govsramend fesues. We belicve the
sapabilitics and diverss sldlls of owr wwd jeanm will pamil ue o cffeclively provide (he
assislance necessay to ensure o suceessiul macir,

Maritnez, Rosario & Company, LELP s opionally recornized ax une of tha leacers in serving the
menﬂent and nen-profir seetor, Az a reanlf of cur extensive acemmbing, sudiing and fmencia:
pepLtiing experisnces with federsl, slzle and Lacal governmen®s and non-arofit onties, the Lo
has considerable knowledie of e <ey (swes controuting governmerrtal and non-profit eniities
BHEVS

Ty sesoliiiy vg, you will work with dedivalud professionals coctiuitted to mecling your
sxpecations and noads. We will work clogely with you o resolve critical business issues and
offer creative and practical acconnting wnd consnci-p adviee,

This prososal s subjeon tn Martines, Rosarlo & Company, LLP and (he Corporation apreeln
{0 acceplablz terms oF g conect, The following indisual is authorized 1o make rezreseotalions
for Martines, Bovarie & Company, LLP. He will sorve as the primery contaet point thioughont
e RTP process.

i Lsusae] WL (Wiio) Mertinez, CPA
Martinez, Rosario & Company, LLE
15 F. Travis, Suite 1400

San Antonio, Texas 78M03

{2100 277-BYE - Tecphone

{2103 277-B4b — Fax

i e loo e et

Wory iy yours,

//;#f/.\"/ /ﬁf Y
lsmazl ™. “Miin Tvlwrlines, CPA
tlemapging Pataer

115 . Travis Suite 1408 San Antsnio, Tedas 78205 (210; 277-1888  Fax {2100 277-1A4




Texas State Affordable Elousing Corporation

Undersianding of Work io be Performed

Martiner, Royarie & Compary, FEF i 1o oxpress an opintea un the fair presentatiun of e [inancial
sratsments Tor <he years vaded Auguat 31, 2007, 2008 and 2008 of the Tenas Stuiz Alfordable Honsing,
. Corporation. The sudit will bs peririned in accordance with auditing slaudards gonerally secepled i the
United Stotes of Adnerica a3 2ot forth by the Anwrcican Instinie of Coclified Tablic Accousicants,
(ovarnmant Auditngy Standards (2007 lssned by the Comptealler Genaml of the Urited Stites, 1996
Arendments (o the Siugle Audit Act, tha U S Oflice of Maragoment aod Budget (VB Clroular A~
133, and dwedits of Stater Lol Sovermnents, ord Nongrofit Orgamizafiony and the Comenfielobed Avidlit
Chulne Jor sbudite of LILHD Progeanes,

Wa will alse wsie afl singie sudit vepess requiced oy the Amureau Institute of Uerlilisd Tuwic
Avecnauts, Fovermenr Auditfng Standards {2007) smued by the Comptroder Geaeral of the Undked
Starzs, 100G Amerdments to the Single Aubic Acl, be U 8, CFiee of Managemait aml Budgot (OMDE}
Choader A 133, ang 4udies of Siafas, Lovd Governelents, ard Nomprofil Cegamizatins.

W will isene g series of reporls s regnire? by these stadards inchiding an " n-relation-te™ repot: on the
scheduls of loders awards, Tn addizicn, we will slse jesue & report of condust of aodil undzr Statements
on Awdidug Stawdads £ 1L Dormrinteation Wil s it Cenpemlide sy, alonp with g leer o managen-eni in
repards o ndecnal contro?

Furthermore, lo votaply with the Consoliced dudit Cuide for dudits of HUD Progroms, we will sueit
looypon: 8 drerment tided HUL Aod.r Rgporki, will inclugde the fotlowing supplementary mborration that
wil] b wubjocted to the anditing procodures applies in o audil ¢l (he besiz fiseneial statements:

1. Commetasin ol Adjasod ITUT Nes Werth
2, Sehedale ol HULD [usarsnce Soquirements

The D Ausit Beparls doctirent will simtzin an “in relation o7 auditors’ opinici v the abovo
supralemertary mlosmation as well a8 the Gollreing reports:

A Raport of Bdopendend Acditon? on Compliance welh Speciile Reqnirements Applicahc 1o Mlgjor
LD Progroamy '

L. Repost of Indopendent Aaditors’ on Cowplisoes with Laws end Regolations in Acsordenes with
Crovertumet Avditing Stadurds

.. Weport of Indepeident Audiiors on the Intumal Cottrol Stuelure Uaed in Sclinigrering TIDE-
Assisted Propruny

Addilionally, we will perfornn reviess for compiiance with the Texns Puttlie Iund wvestnenl Acl
{Chapler 2256, Texas Govermmenl Corded using the guidelnes provided by the Texas Sale A jooe’s
Oifice for the fwe {2) lscal vears ende:d Augeat 31, 2007 and Augosi 31, 200,

Mowtimay, Roveie & Cowmgpany, LEP will prepare the Corporalion™s smmal Farm Sun tax roharn for e
thes f=eal yoars ending August 5%, 2007, 2008 aud 2005, Weo will alsa fo available to provide
consultntion g lectinica. assistamee vo ganeral accounting and lax ssucs.

All sudit wirs will Te comploted W e (0 snlmit in the Cenpsrailer of Publie Aceounts by Movei:be:
A 1l vachy year and the fina] repart will bo issned vy Deceriber 7 sl year,

2. Uuderstanding of the Work
Martiner, Rogarie & Compeny, LLF
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Texas State Affordable Housing Corpavation

As rogquestod, we are providing a copy of our firm"s 2ractice il license.

Ly, MR a1 IR WWMMWWF “'ﬂg
@ TEXAY YTATE S0ARD OF PUBLIC ACCOURTANCY F :

AT
&5
ay ‘ ! J‘

TEF KDL& CF P OFFICE SDEWT EIFT RELCY 18 LICEMSED TO PHACTYCE
PUDLIG ACCDUTARCY 6 TERXAS.
7

SENTRIGATONND [ ZReRESOM FORM M. |

FU?H\;_ GO {Hﬂ"“JL] | LA B W L

OYOINETY

MARIIMETs RSSANID £ CUMPANYs LLF
115 £ TRA¥Is 5TE 1h00
LM AWETIMIO TX TAZON

Mo D deense
Marfece, Rosaria & Congpap, LLE




Texas Stele Affordable Wousing Corporation

As evidence of owr firm’s sxperierce in providisg jirancial awdit services to nun-profit
orzenizaions and govermensal cotities, as well gn mdits iz compliznes with the 118, GiTiee of
Memagzmenl and Badgen Cironlar A-133, dudite of Stares. Locol Govermmoents, and Nonprofi

Oreanizedions, we reovide the following chient listing,

HUPr Awlits

2

B

MMartland Mortosge Compony, Tl Tlha
M eddllin Marigage
Antherst Fending tronp, L

Cenvernmontal

2
"

L e

L o =

Texus Apriculloral Fiaance Avulkority
Wadgewond Tndependent Sehoel Thatiet
Lty of Avsiin

Lty of San Antonio

Coludla Independent Schoot Thistriet
Texas Depactmient of oesing  and
Comaruntty Affoirs

Cily of Auedin Eleelicieal TTiliy

Capltal  Metropolilnn Trunsporlalion
Apthority

San Antonio Dovelopiment Apeney

Anstin Commuonity Collore THAtrECL
LBoxar Couniy Hospilal Tstrict

San Aniouio Tadependent Selunob District
Texas  Depurioent of  Menls] TLcaith
Mlantil Belardation

Angttn Traviz County Mentl Hewlik
Meital Tetardaion Center

The Center v Healih Cave Sarvlecs (The
RIIME Conter for Boxar Conniyvh

Hon-Pralit

w

H
L]
i
i
F
H

Project QUEST, bue.

Extend-A-Care, Ine,

Alame Worldbree Develapment, Lae.

SRR Jobe tor Progress Naliowal, [ne,
Trosw Commnoiéy Service Cenler

New Mileslioner Fonndadion, Ine.

Austin | Community  Coflege  Distriet
Foundation

Texas Migrani Council, Lng.,

Texas Asscovinlive of Chicaous in Higler
Erfuesline

Texas  State Affordable
Corporativi

My field Eryoitics, loc.

Huvusing

Banor Independeni $chool Disolet
Aunstin Independent Schoal District

San Antonin - —  Zoxar County
Bl iropolitam Hanwing {vpranieation
MNorth Anecican Devolopment Bank

City of Austin YWater and Vaste Water
Lhiliiy

Texas Lottery Copumigsion

Dialtas Metrocare Services

Toxas Depurdment of Insuraoncy

Augtin Commuuity College Foundation
BIMAR Servives of Texoma

©entral Texas MEHME Center

Llcari of Fexas Regional MTHMR Cenfer
Texas Commission o Aleobol and Thue
Abuse

Texas Workicre? Compensation losurance
Tacility

Texns Public Fivaace Astherily

Soviely of 851, Vinceul de Paul of the
Avrchdiveeds of San Antouio

EER Jab# lov Progress, Inc,

T1 Centro del Bariio

Cenbex ARC, Ine

Rirys unnd Givdy Clubs of San Antonio
South Texas Bural ITealth Herviees, Ine.
SERCO of Texas

T nited Vedieal Cenicrs
Bexar  County  Llospital
Development Corparation

Flistrici

340, Yirm Expericnce
Harthies, Mol & Copgogy, LEP




Texus Siate Affordsble Honsing Corporalion

ismael N. (Mile) Maninez, CPA, wil serve as Fngagement Pactner. Milo s the Meansging
Purtoer of Martiney, Rosirio & Compaany, LLD. e is also the pavines i cherge of ihe andit
deparimenl.

Robert T, Rosario, CPA - NY will ke the Concurting Revicwer for the sogagentent. Dol s a
Tartner of Marfineg, Rosarfa & Cempony, LEP,

Samclen K. Modsigues will be e Fagapenmnt Manager. Sandia is a Managey in the awudit
depuriment of Marfines, Resarlo & Company, LD,

lyelic Sazlellanes will be the Dngagement Sanior, Jackic 1s a Souder Accountant in ths aadit
depariown of Marfdiez, Rosariv & Comgnery, LLP

4. Prupescd Aoidil Teagn
Afapthieer, Mosarir & Ceogproe), L




Texas State Affordable Houging Corpovation

Cur aud® tea is led by Tamael N, (Mic) Maninez, CTPA, whe will serve as Engagement
Padtner, Milo iy the Manzping Paviner o0 Martines, Rosasdo & Company, L2EF, and he oversoes
ez audii copeimentd, 1Tz s Teonsed as o OPA o the slate of Texes and he het tweonby-Tlve years
of exverfonce, Mile i3 a graduate of the University of Toxas at Austing He will be meapoigibls
for planring anc eontrolling the audif, revicwing acdit realta and concloatona and dizceting the
precacation af the veper: w0 the Doard sud ils audie eomwnilise, Tle will be aveilable for
discussion, consutiation, zud to advisa you on #e slatus of the engageinant,

Baobart B, Ressrio, CIWA will seeve ag Eogupemeant Coneirring Reviewsr, Robart is a Patner a1
Martines, Rosarie & Company, TEP, Heds Hoensed a4 g OPA Imthe slase of New Yok, He will
pariooin a preissuance review of all finaucial Malemenia, schedules anc anditors” reports. [Io will
bz availabiz to ihe enpagement {earm as a technical resource throughout our engagement.

Saaden K. Redriguez will ke the Awd’s Manager on this engogement. Scendra hes over Ceenty-
two veass of expesience in puslic accounting, sovernmental int=rral audit asd accounting, She
will wesisl v supurvising e cngeecrnent, assigomenl of peronie, develophent ol vl plans,
s asscsament, dofinition of seampling icchnigues and peucral revicw of a1 phases of ths
crpagemerl Sandia i e praduaie ol S Mary™s Lloiversity,

Jackiv Sunlellancs will be (b Sendor Accountant on Qs angaeomnein. Jackic will work elose’y
wiits Bnudden, will directly supervise the stall accounumt and perform a subateniial portion of the
Audit wonk horsclf, Teekic wiil reecive hor Mastors degroe from Lhe Uiniversiiy of the Tnearnats
Word in Blecomber 20007,

5. Experiende of Anditors
Marthinaz, Roseaeie & Congprory, 11D




'N'exas Binte Affordabic Housing Corporation

We antivipate that your crployees will prepure oll cash, accountls icucivanle, or oter
comfiruation we request and will locate any invoices wnd acurce documents s eeted Dy us for
lesting, as well as prepars & andit 2eiedulss requested.

i order to commly with SA8 1.2, we nticipate that your slall will prepare all finimeizl
slalemenz and rslated nole dizeloares,

6. Level of Assistance from Corpovation Personmed
Afeertliies, Rasavie & Conipany, LLF

T
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Texas State Affordable Huusing Corporation

{ur firay Is & member of e Division af CPA Firms Private Companies Scetion of the Aemerioun
Ingtitte of Cerified Public Acconntents, Cwur free hug been a member sines 1991, Peer revicws
wre condueied every e years with aonual self-inspectinns,

The firm completed ils lulesl peer review in Mareh, 2005, 'The review feam was led by Michasl
Thornbarry, CPA of Surlain Fischbein + Co fram Tulss, Oklehom, Tlis way an on-site revicw

(e peer review Tepott was utyualified and a copy is enclosed, W did nof receive v leller of
comenta, g lgh quality standezd ackicwel unly by 25% of'the CPA firms n Texas.

T, Povy Bryigw
Murtines, Rosarie & Compary, LLP

e




Texus Stade Affordable Honsing Cerporaiion

Fxlolw Fitohlzzia @ Co. 1

Teor the Chwners
Ia-t'nez, 2osarnio & Cc., LLP

We have reviewsd the system of gquality cortrel for the accourting and auditing pracice
of Martinez, Rosatio % Co., LLP {the frm} in eFecl for the year onded Juna 30, 2004, A
syatar o7 quality sontrol encompasses the firm's organ zational struclure, W policies
adopted and procedures established to provide # with reasonzble assuranca of
sorformirg with profasaions: standards, The clomants of qua'ity confrol are desaribad
mn the Statemzrts on Qualty Centrel Standards issued by the Amsrican Institule of
“FAz (AICPA). The firm ie resoonsiale for cesigrlng # system of quality contml and
complying with iL to provide the fire reasonalre assuraice of confarmng wits
arotess.onal stancards in ail material respecls. Our rezponsibility is fo cxaross a-
opinior onthe dasign of ke system of guality conlry and the litn's compliznce with ite
ayatemn of fuality control based on aur revio,

Our review was conducted in ascordance with standards establisned by 1he Fear
Revicw Buard of the AICPA, During our roview, we read raquised represensations from
the firm, interviewesc tirm porsornsl anc chiaingd an understandi-~g of the nature of the
firm's aceodrting and audiling practice, anv the design of the fimh's syzlem of qlality
¢antrol sufficient io assess the raks implici> in its oracifce. Based an our assessments,
we aelected engapaments and  adminstrallve files o test for confarmiy  with
prafeszlonal standards and campliance with tha firm's system of quality contre’. The
engajements scleclod roprozontad & regacnsila cross-soction of the fiem's aceou ting
and auditing practice wih 2mphasis an highe~rslk engsgements, The angagements
selected i-cluded among others, audila of Emplovec 3enclit Plans, acd engagaments
performzc wndel Government Audiding Slandardz. Priot to conclidlrg the roviow, we
reassessed the adequacy of tho scopsz of the pear review procedures and iret with flrm
mAnAGeEmen: to discuss tha results of oJr review, We beleve thal e provadures we
parformod provde a reasonahle basis for our opkaion.

In parfarring our revicw, we oblalred an uncarstanding of the system of guality control
lor [he firm's accounting and aud ting practice. In addition, we tenied compliance with
the fimms qualily conto’ palicies and procedurcs i tho extent we corsidarac
approzriate. These ests coversd Lhe application of the Srm's policles and procedurss
on selecled engagements, Cur review was bagsed on selecled ksts therafars 't wour'd
nob necessariy detect al: wea<nesszes in the system of quality cortral or all instances of
noncompidance with it. Thers are inherent isitaticns i the eftecliveness of any swstom
of quaity ccntrel and there'cre noncompfianes wih the systern of cuality contra! may
occur and not e detected, Frojecilon of any evaluat on of a zyaiem af goality ponteal to
iulure pericds is subject to the sk that the zvatem of qualty contrel may beccme
irsdeguate Jecavse of changes In conditions, or becausa the degrec of compllarce
with tne policies and procecdures may delararais,

b B [ BTN | DY P T P O T TR BN Mes, C fll:d [ENRE- R R R | | [FTPRRTL S e L | il Leradgle, R L i I T L L T 1 L

T Poir Roview
Muripreg, Rosarly & Conmary, LEFP




Texas Staie Affordable Heusing Corpovation

To the Ownors _
Martinez, Roeario & Cro., LLP
Faye 2 ’

In ol opiian, the aystam of quality eortrel| for the accounting and auditing practice of
Marinez, Raoseriz & Co., LLP in affect for the voar onced June 30, 2004, has boon
doslgrce o mest the requiremanis of 1e geality control stardards for an accouanting
a1a zuditing practice esizhlished by ithe AIZPA and was wermnulisd wilh during ihe vesr
e eoded W oprovide the firm wilh ressonaale essurarce of conformirg  with

mroressional standards,
- Sl
S o A C

Yiggeh 40, 2005

T. Peer Meview
Marfinez, Rerariy & o, LLH

10




l Texas Siate Affurdable Honging Corparation

Youe veg)ested at least three client references, prelizably non-poofit apencies, We are providing
hree non-prollt agency references,  Addivionally, we are providing two referonees from for-
[ prafit companies for whics we pecicer TTITE audits.

Non=I'rofit Apencics
‘ 1 Clenlio el Trarsio, Ine.
Leneslo Cromez, Fh.D.
: Chict Excentive Offcer
| 3300 W, Commetee, Suite 300
' Sam Anfonio, Texny TE207
Pd1C} 522-0103

SLER Jobs for Progress National, Tne.
[gnacio Salaxar
President
SMAEN, O Conmnr Bl Suite 2550
| Trving, Tewns 75057
i [97%) 206-78.15

- Texus Migrant Couneal
I wlary & Capella, LD,
hief Dxecntive Cfficer
5215 Melherson
Lareda, Vexss 7041
(956) T22-5174

HUD Audity - For Prolil Eniiticy
Hd Berfigy
i Presideni
i Vartland Morigage Company, T.d, diva WeMIllin Mottgape Company
1175 W, Bitlers
San Antonin, Tsxue FE216
(220 d%i-179%

Michuael Sullivan, CPA

Secrelury of Amberst Muading Group, GP, e, (Geserel Parier)
Armzerst Fusding Gronn, TR,

7801 North Capital of Texas THglway, Suite 300

Aty Lexas TRY31

{3123 7025

8 BRofcromecs
Miretrrrz, Kosgrie & Compogy, LLP




AUDTT FERIETABLY — FYT Aupost 31, 2007

Tezas State Affordable Honsing Corperation

Thasc Monih in Aedil Period
Phasze T~  Planning Octzher

Phase 11 - lievizw (hnerations. Dwtober

Phuse 111 - Testing Doy November
Plhase 1Y - Audii Wreap-Up & Kepocting Noyurnber

Drclivery of Dooft Financinls and Footiotes eveanber 20, 2007

Delhivery of Final Aucit Reperis

Theoomber T, 2007

AUDIF FIMEFABLL - FVEs Angost 31, 2008 aod 2009

Phuse Montch in Awdd Period
Phese T - Flanuing July
Phizse °T - Revies Oporstions July
Phiase [T - Tesling - Inleriin Juls

Phiase (I - Testing — Year Tne
Phige 'V - Audit Wrap-TTs & Reporting

Delivery o Tieaft Financiats and Factnetes

Lreftvery off Tioal Andit Reports

Oeloler/Movember
MNovomber

November - Dalc  destgraied by
Curr pdrelicr of Public Accounls

Necember — TSAHC Designaied Nate

9 Time-Line
Marlireg, Kovavle & Cumgpiary, L2




Texas 8lace Atfordablc Heusing Corpavation

All of our cmplovees ar eo-srploved Lhrough Adminisiat? of Texas, [e., amugjor aapeyey co-
employment company,  -hese employoes are all pormanent, fill-time sl Jse of 8 oo-
enpinyment sgency allows s e provide employse benetits than aic genciatly anly pravided hy
much larper fAnns.  This henel” package, and enlarged tining oppori_nities, assists us in
wiractizg and keoping a higher caliber of employes e is suslly sncoumered 11 a fon ogr
ghze, We cornply with alt of Administedf's policies wed procedures relative to affirmative action,
a5 well us our own policiss. Our cormnitment can he soen in omr staffing mix which consists
10084 of minorities or wormen and our tirm is 1I0% winerity oweed and controled.

Althaugh noier Administe ner Martinez, Rosario & Company, LLE has a Sl weillsn
alfrative aclin: policy, we have an vhowiiticr policy that we practice and opply evervday.
Furlhermore, w wure an equal apportunity employor, and do not digesi=inate on any basis, A
avideoe of cor commitment 1o AfTirmulive Aclion, we presenl our [ent employes profile by
staff category, gondor, rase, and othnic winority follows:

Malg Laniale
Libnic Etluie L Kihnic
White Melinority While  Minosiiy Total  Mincrity and

Female by

) S N Cripgory

artner - A - " 2 (il
Blnnager - 1 - 1 2 100
Hendor - 1 - I 2 1an
Slall - : - p 2 100
Clericnl - - o] 1 2 oo

Total - 4 en i 5 __H]E' —_ 100

Martinez, Rovarin & Compaey, LLE 3 100% minority-nwned, 2 sma.] business enterprisc anc
serlifizd a3 a Historieally Underutilized Bosiness (FITII) 3y the Genersl Servivus Cummission of
the Mtate o Lexas wmod as & Minovity Dusiness Laderpsise (MR} by the Seuth Centeal Texas
Reglonal Certifization Apwency.

10 Allirmailve Actdon Polizy
Morriney, Hovarlo & Company, LEP
13




Texns Stafe Aftardable Heusing Corporation

There (s noking in this proposal that Mariineg, Rosavip & Company, LEL considers to be
proprictary information,

11, Projpriviuey Inloeaadione
Muariires, Hoaarld L Coditory, LLP
14




Toxas Beate Affordable Honsing Corporation

Persennel For Annunl Audil I Proposed Proposcd
Pozition/Tille i hourly rate Houra Toial
blile Martlnez, CPA, Parmer i F2an 50 ] 10,004
Bonert Fo Rosatio, CPA - MY, Coneurting Partasr | 200 1C 2000
Latilea 2L Rodripuez, Makacor i $12% 130 15000
lackie santelnnes, Sanjar F0s 104 15030
I'n he gagigned, Staff EY 150 11,250
Toial i 320 i 56,300
Perainnel For Anpual Forn MY | Proposed Pruparswl
Posidion!Title i Iurly rate Hours TerLad
o Marlbnes CTA, Tarlner $205 K ;] falii)
Rwsorl F Rosacio, CPA - WY, Cooeurriays Parlaer F20o | 200
Sundia L, Rodrigues, Muamaer F12s ] T
T Iz sipned, Salf §7a e 1,200
Total L b 2,750
i e 700
Towdpring 2,800
Mzzls 1,20
Prinking 250
S| £.850
Personnel For Texas Public Fund Enves Lnent .
Act Compllance Review Broposed Pruposal
Pusition/THle houwrly rule | Hours Toiat
il Wartines A Tarmer 3200 | 3 b i#HI
IEobe ], Bosarie, 28 - WY, Concerering Marlner 3200 H 20
Sl B Hodrzues, elanger 3125 & 750
‘I'o b assioned, Siaff g7s - [z )
|
vt ! A i 2,300
Ratew far
Kates Comloit Review
for a1d Bond
Non-reoiering  Oitfering
Popsibizm/Title Work Eelviera
Tartner F=200 b i
Trincipal F200 st
Soidor Manayzoer 150 a0
bhsnagor $17s F1a
SuainT $as L
Ini‘targe %33 SLon
Staff g7s fon

I he shovee fezs aned rates ave lor FYE Aagust 31 2007,
Unar faes and rates will rercase approxdnintely 3% for ¥Y 5 Augasc 3§, 2008 and 2009, respectively.

13
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TEXAS STATE AFFORDABLE HOUSING CORPORATION
AUDIT COMMITTEE GUIDELINES

These guidelines are intended to define the purposes, membership and
responsibilities of the Audit Committee of the Texas State Affordable Housing
Corporation (“the Corporation”).

l. PURPOSES

The Audit Committee is appointed by the Board of Directors to assist the Board in
fulfilling its oversight responsibilities. The Audit Committee’'s primary duties and
responsibilities are to:

1. Monitor the integrity of the Corporation’s financial reporting process and
systems of internal controls regarding finance, accounting, legal and ethics
compliance.

2. Monitor the independence and performance of the Corporation’ s independent
financial auditors who shall report directly to the Audit Committee.

3. Facilitate communication among the independent auditors, management, the
CFO and the Board of Directors.

4. Monitor compliance by the Corporation and its directors, officers and
employees with applicable law and Corporation’s code of ethics and conflict
of interest policies.

5. Establish procedures for the receipt, retention and treatment of financial
matters complaints and the confidential anonymous submission by employees
regarding questionable accounting.

6. Report onits activities to the Board of Directors.

The Audit Committee has the authority to conduct any investigation appropriate to
fulfilling its responsibilities and it has direct access to the independent auditors as
well as anyone at the Corporation. The Audit Committee has the ability to retain, at
the Corporation’s expense, special legal, accounting, or other consultants or experts
it deems necessary in the performance of its duties. However, it is not the duty or
responsibility of the Audit Committee or its members to conduct auditing or
accounting review or procedures, and each member of the Audit Committee shall be
entitled to rely on (i) the integrity of those persons and organizations within and
outside the Corporation from which it receives information and (ii) the accuracy of
the financial and other information provided to the Audit Committee by such persons
or organizations.



. COMPOSITON AND MEETINGS

The Audit Committee shall be comprised of three members made up of two directors
as determined by the Board of Directors and the Chief Financial Officer of the
Corporation. The President of the Corporation will serve as an Ad Hoc member of
the Committee. The two member board directors shall be free from any relationship
that would interfere with the exercise of his or her independent judgment. All
members of the Audit Committee shall have a basic understanding of finance and
accounting and be able to read and understand fundamental financial statements, and
a least one member of the Audit Committee shall have accounting or related
financial management expertise.

Audit Committee members shall be appointed on recommendation by the full Board
of Directors. If a Chair of the Audit Committee is not designated or present, the
members of the Audit Committee may designate a Chair by majority vote of the
Audit Committee.

Audit Committee members will be reimbursed for travel and other actual and
reasonable expenses incurred in the conduct of official Audit Committee business.
No member of the Audit Committee may accept any additional consulting, advisory
or other compensatory fee from the Corporation or other organization.

The Audit Committee shall meet at least four times annually or more frequently if
circumstances dictate.

1. RESPONSIBILITIESAND DUTIES

To carry out its purposes, the Audit Committee shall have the following duties and
responsibilities:

Review Procedures

1. Review and assess the adequacy of these guidelines at least annually and
submit any proposed changes to the Board of Directors for approval.

2. Review the audited financia statements with management, prior to
distribution. Review should include discussion with management and
independent auditors of significant issues regarding accounting and auditing
principles, practices and judgments.

3. In consultation with the management, the CFO and independent auditors,
consider the integrity of the company’s financial reporting processes and
controls. Discuss significant financial and non-financial risk exposures and
the steps management has taken to monitor, control, and report such
exposures. Review significant findings prepared by the independent auditors
together with management’ s responses.



4. Consider and approve, if appropriate, major changes to the Corporation’s
accounting principles as suggested by the independent auditors, management
or CFO and any items required to be communicated by the independent
auditors in accordance with SAS 61.

Independent Auditors

1. The independent auditors are ultimately accountable to the Audit Committee
and the Board of Directors. The Audit Committee shall review the
independence ad performance of the auditors and annually recommend to the
Board of Directors the appointment of the independent auditors or approve
any discharge of auditors when circumstances warrant.

2. On an annual basis, the Audit Committee should review and discuss with the
independent auditors all significant relationships they have the Corporation
that could impair the auditors independence.

3. Prior to releasing the audit report, discuss the results of the audit with the
independent auditors. Discuss certain matters required to be communicated
to the Audit Committee in accordance with AICPA SAS 61.

4. Review with the independent auditor any management letter provided by the
auditor and the Corporation’s response to that letter.

While the Audit Committee has the responsibilities and powers set forth in these
guidelines, it is not the duty of the Audit Committee to plan or conduct audits or to
determine that the Corporation’s financial statements are complete and accurate and
are in accordance with generally accepted accounting principles. This is the
responsibility of management and the independent auditor. Nor is it the duty of the
Audit Committee to conduct investigations, to resolve disagreements, if any,
between management and the independent auditor or to assure compliance with laws
and regulations.



Tab 8

Presentation, Discussion and Possible Approval of Policies &
Proceduresrelated to I nternal Accounting Controls.

Discussion
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